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ADVERTISEMENT.

TrE high esteem in which Mr Ricardo’s works are held,
and their increasing scarcity, have occasioned their being
collected, and published in this volume. It contains, in
addition to the * Principles of Political Economy and Tax-
ation,” and his detached Tracts, his Essays on the Funding
System and on Parliamentary Reform, and his Speech on
the Ballot, originally published in the Supplement to the
Encyclopadia Britannica and in the Scotsman. A short
Sketch of his Life and Writings is prefixed to the work;
and an Index is subjoined to facilitate its consultation.

Loxpox, April 1346.
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LIFE AND WRITINGS

OF

MR RICARDO.

Mr Ricarpo was placed, in early life, under circumstances
apparently the least favourable for the formation of those
habits of patient and comprebensive investigation, which
afterwards raised him to a high rank among political phi-
losophers.

He was the third of a numerous family, and was born on
the 19th of April 1772. His father, a native of Holland,
and of the Jewish persuasion, settled in this country early
in life. He is said to have been a man of good talents and of
the strictest integrity; and having become a member of the
Stock Exchange, he acquired a respectable fortune, and
possessed considerable influence in his circle. David, the
subject of the present memoir, was destined for the same
line of business as his father; and received, partly in Eng-
land, and partly at a school in Holland, where he resided
two years, such an education as is usually given to young
men intended for the mercantile profession. Classical
learning formed no part of his early instruction; and it has
been questioned, with how much justice we shall not under-
take to decide, whether its acquisition would have done
him service ; and whether it might not probably have made
him seek for relaxation in the study of elegant literature
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rather than in the severer exercises of the understanding;
and prompted him to adopt opinions sancticned by authority,
without inquiring very anxiously into the grounds on which
they rested.

Mr Ricardo began to be confidentially employed by his
father in the business of the Stock Exchange, when he was
only fourteen years of age. Neither then, however, nor at
any subsequent period, was he wholly engrossed by the
details of his profession. From his earliest years he evinced
a taste for abstract reasoning; and manifested that deter-
mination to probe every subject of interest to the bottom,
and to form his opinion upon it according to the convic-
tion of his mind, which was a distinguishing feature of his
character.

Mr Ricardo, senior, had been accustomed to subscribe,
without investigation, to the opinions of his ancestors, on
all questions connected with religion and politics; and he
was desirous that his children should do the same. But
this system of passive obedience, and of blind submis-
sion to the dictates of authority, was quite repugnant
to the pi‘inciples of young Ricardo, who, at the same time
that he never failed to testify the sincerest affection and
respect for his father, found reason to differ from him on
many important points, and even to secede from the Hebrew
faith.

Not long after this event, and shortly after he had attained
the age of majority, Mr Ricardo formed an union, produc-
tive of unalloyed domestic happiness, with Miss Wilkinson
Having been separated from his father, he was now thrown
on his own resources; and commenced business for himself
At this important epoch of his history, the oldest and most
respectable members of the Stock Exchange gave a striking
proof of the esteem entertained by them for his talents and
character, by voluntarily coming forward to support him in
his undertakings. His success exceeded the most sanguine
expectations of his friends, and in a few years he realised an
ample fortune.
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“ The talent for obtaining wealth,” says one of Mr

Ricardo's near relations, from whose account of his life
we have borrowed these particulars, “is not held in much
estimation ; but perhaps in nothing did Mr R. more evince
his extraordinary powers, than he did in his business. His
complete knowledge of all its intricacies; his surprising
quickness at figures and calculation ; his capability of getting
through, without any apparent exertion, the immense trans-
actions in which he was concerned ; his coolness and judg-
ment, combined certainly with (for him) a fortunate tissue
of public events, enabled him to leave all his contemporaries
at the Stock Exchange far behind, and to raise himself
infinitely higher, not only in fortune, but in general character
and estimation, than any man had ever done before in that
house. Such was the impression which these qualities
had made on his competitors, that several of the most dis-
cerning among them, long before he had emerged into
public notoriety, prognosticated in their admiration, that
he would live to fill some of the highest stations in the
state.” *
. According as his solicitude about his success in life
‘declined, Mr Ricardo devoted a greater portion of his time
to scientific and literary pursuits. When about twenty-
five years of age, he began the study of some branches of
mathematical science, and made considerable progress in
chemistry and mineralogy. He fitted up a laboratory,
formed a collection of minerals, and was one of the original
members of the Geological Society. But he never entered
warmly into the study of these sciences. They were not
adapted to the peculiar cast of his mind; and he aban-
doned them entirely, as soon as his attention was directed
to the more congenial study of Political Eeonomy.

Mr Ricardo is stated to have first become acquainted with
the Wealth of Nations in 1799, while on a visit at Bath, to
which he had accompanied Mrs Ricardo for the benefit

. §ce an Account of the Life of Mr Ricardo in the Annual Obituary for 1823, sup-
006ed 10 be written by one of his brothers, b
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of her health. He was highly gratified by its perusal; and
it is most probable that the inquiries about which it is con-
versant, continued henceforth to engage a considerable share
of his attention, though it was not till a later period that
his spare time was almost exclusively occupied with their
study.

Mr Ricardo came, for the first time, before the public as
an author in 1809. The rise in the market price of bullion,
and the fall of the exchange that had taken place in the
course of that year, had excited a good decal of attention.
Mr Ricardo applied himself to the consideration of the sub-
ject; and the studies in which he had latterly been en-
gaged, combined with the experience he had derived from
his moneyed transactions, enabled him not only to perceive
the true causes of the phenomena in question, but to trace
and exhibit their practical bearing and real effect. He
began this investigation without intending to lay the
result of his researches before the public. But having
shown his manuseript to the late Mr Perry, the proprictor
and editor of the Moraing Chronicle, the latter prevailed
upon him, though not without considerable difficulty, to
consent to its publication, in the shape of letters, in
that journal. The first of these letters appeared on the
6th of September 1809. They made a considerable im-
pression, and elicited various answers. This success, and
the increasing interest of the subject, induced Mr Ricardo
to commit his opinions upon it to the judgment of the
public, in a more enlarged and systematic form, in the
tract entitled « The High Price of Bullion a Proof
of the Depreciation of Bank Notes” This tract led the
way in the far-famed Dbullion controversy. It issued from
the press several months previously to the appointment of
the Bullion Committee; and is believed to have had no
inconsiderable effect in forwarding that important measure.
In this tract Mr Ricardo showed that redundancy and defi-
ciency of currency are only relative terms ; and that so long
as the currency of any particular country consists exclusively
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of gold and silver coins, or of paper immediately convertible
into such coins, its value can neither rise above nor fall below
the value of the metallic currencies of other countries, by a
greater sum than will suffice to defray the expense of import-
ing foreign coin or bullion, if the currency be deficient ; or of
exporting a portion of the existing supply, if it be redun-
dant. But when a country issues inconvertible paper notes,
(as was then the case in England), they cannot be ex-
ported to other countries in the event of their becoming
redundant at home; and whenever, under such circumstances,
the exchange with foreign states is depressed below, or the
price of bullion rises above, its mint price, more than the
cost of sending coin or bullion abroad, it shows conclusively
that too much paper has been issued, and that its value is
depreciated from excess. The principles which pervade the
Report of the Bullion Committee, are substantially the same
with those established by Mr Ricardo in this pamphlet,
but the more comprehensive and popular manner in which
they are illustrated in the Report, and the circumstance
of their being recommended by a Committee composed of
some of the ablest men in the country, gave them a weight
and authority which they could not otherwise have obtained.
And though the prejudices and ignorance of some, and the
interested, and therefore determined, opposition of others,
Irevented for a while the adoption of the measures proposed
by Mr Ricardo and the Committee for restoring the cur-
rency to a sound and healthy state, they were afterwards
carried into full effect ; and afford one of the most memor-
able examples in our history, of the triumph of principle
over selfishness, sophistry, and error.

The fourth edition of this tract is the most valuable.
An Appendix added to it has some acute observations on
some difficult questions in the theory of exchange; and it
also contains the first germ of the original idea of making
bank notes exchangeable for bars of gold bullion.

Among those who entered the lists in opposition to the
principles laid down, and the practical measures suggested
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in Mr Ricardo’s tract, and in the Report of the Bullion
Committee, a prominent place is due to Mr Bosanquet. This
gentleman had great experience as a merchant; and as
he professed that the statements and conclusions embodied
in his “ Practical Observations,” which are completely at
variance with those in the Report, werc the result of a
carcful examination of the theoretical opinions of the Com-
mittee by the test of fact and experiment, they were well
fitted to make, and did make, a very considerable impres-
sion. The triumph of Mr Bosanquet was, however, of very
short duration. Mr Ricardo did not hesitate to attack this
formidable adversary in his stronghold. His tract, en-
titled, « Reply to Mr Bosanquet's Practical Observations
on the Report of the Bullion Committee,” was published
in 1811, and is one of the best essays that has appeared
on any disputed question of Political Economy. In this
pamphlet, Mr Ricardo met Mr Bosanquet on his own
ground, and overthrew him with his own weapons. He
examined all the proofs which Mr Bosanquet had brought
forward, of the pretended discrepancy between the facts
stated in his own tract, which he said were consistent with
experience, and the theory laid down in the Bullion Report ;
and showed that Mr B. had either mistaken the cases bv
which he proposed to test the theory, or that the discrepancy
was only apparent, and was entirely a consequence of his
inability to apply the theory, and not of any thing erroneous
or deficient in it. The victory of Mr Ricardo was perfect
and complete ; and the elaborate errors and mis-statements
of Mr Bosanquet served only, to use the words of Dr
Coppleston, “to illustrate the abilities of the writer who
stepped forward to vindicate the truth.”#

This tract affords a striking example of the ascendency
which those who possess a knowledge both of principle and
practice, have over those who are familiar only with the
latter; and though the interest of the question which led to

* First Letter to the Right Hon. Robert Peel, by one of his Constituents, p. 61.
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its publication has now subsided, it will always be read with
delight by such as are not insensible of the high gratifica-
tion which all ingenuous minds must feel in observing
the ease with which a superior intellect clears away the
irrelevant matter with which a question has been de-
signedly embarrassed, reduces false facts to their just value,
and traces and exhibits the constant operation of the same
general principle through all the mazy intricacies of prac-
tical detail.

The merit of these pamphlets was duly appreciated ; and
Mr Ricardo’s society was, in consequence, courted by men
of the first eminence, who were not less pleased with his
modesty, and unassuming manners, than with the vigour of
his understanding. He formed, about this time, that intimacy
with Mr Malthus, and Mr Mill, the historian of British
India, which ended only with his death. To the latter he
was particularly attached, and readily acknowledged how
much he owed to his friendship.

Mr Ricardo next appeared as an author in 1815, during
the discussions on the bill, afterwards passed into a law, for
raising the limit at which foreign corn might be imported for
consumption, to 80s. Mr Malthus, and a “ Fellow of Univer-
sity College, Oxford,” (afterwards Sir Edward West), had, by
a curious coincidence, in tracts published almost consenta-
neously, elucidated the true theory of rent, which, though
discovered by Dr Anderson as early as 1777, appears to have
been entirely forgotten. But neither of these gentlemen
perceived the bearing of the theory on the question in regard
to the restriction of the importation of foreign corn. This
was reserved for Mr Ricardo, who, in his “ Essay on the
Influence of a Low Price of Corn on the Profits of Stock,”
showed the effect of an increase in the price of raw produce
on wages and profits; and founded a strong argument in
favour of the freedom of the corn trade, on the very grounds
on which Mr Malthus had endeavoured to show the proprietv
of subjecting it to fresh restrictions.

In 1816, Mr Ricardo published his « P, oposals for an
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Ficonomical and Secure Currency, with Observations on the
Profits of the Bank of England” In this pamphlet he
examined the circumstances which determine the value
of money, when every individual has the power to supply
it, and when that power is restricted or placed under a
monopoly ; and he showed that, in the former case, its
value will depend, like that of all other freely supplied
articles, on its cost ; while in the latter, it will be unaffected
by that circumstance, and will depend on the extent to
which it may be issued compared with the demand. This
is a principle of great importance ; for, it shows that intrinsic
worth is not necessary to a currency, and that, provided the
supply of paper notes, declared to be legal tender, be
sufficiently limited, their value may be maintained on a par
with the value of gold, or raised to any higher level. If,
therefore, it were practicable to devise a plan for preserving
the value of paper on a level with that of gold, without
making it convertible into coin at the pleasure of the holder,
the heavy expense of a metallic currency would be saved.
To effect this desirable object, Mr Ricardo proposed that,
instead of being made 2xchangeable for gold coins, bank
notes should be made exchangeable for dars of gold bullion
of the standard weight and purity. This plan, than which
nothing can be more simiple, was obviously fitted to check
the over-issue of paper quite as effectually as it is checked
by making it convertible into coin; while, as bars could not
be used as currency, it prevented any gold from getting
into circulation, and consequently saved the expenses of
coinage, and the wear and tear, and loss of coins. Mr
Ricardo’s proposal was recommended by the Committees
of the Houses of Lords and Commons appointed, in 1819,
to consider the expediency of the Bank of England re-
suming cash payments; and was afterwards adopted in the
bill for their resumption introduced by Mr (now Sir Robert)
Peel. In practice it was found completely to answer the
object of checking over-issue. But inasmuch as it required
that the place of sovereigns should be filled with one pound
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notes, the forgery of the latter began to be extensively
carried on; and it was wisely judged better to incur the
expense of recurring to and keeping up a mixed cur-
rency, than to continue a plan which, though productive
of a large saving, held out an all but irresistible temptation
to crime.

At length, in 1817, Mr Ricardo published his great work
on the “ PrincipLEs oF Poriticar EcoNomy anp TaxaTioN.”
This was a step which he did not take without much hesi-
tation. He was not, and did not affect to be, insensible of
the value of literary and philosophical reputation ; but his
modesty always led him to undervalue his own powers; and
having acquired a very high degree of celebrity as a writer
on currency, he was unwilling to risk what he already
possessed, by attempting to gain more. Ultimately, how-
ever, he was prevailed upon, by the entreaties of his friends,
to allow his work to be sent to press. Its appearance forins
a memorable wra in the history of political science. Ex-
clusive of many valuable subsidiary inquiries, Mr Ricardo
has pointed out, in this work, the source and limiting prin-
ciple of exchangeable value, and has traced the laws
which determine the distribution of wealth among the
various ranks and orders of society. The powers of mind
displayed in these investigations, the dexterity with which
the most abstruse questions are unravelled, the sagacity
displayed in tracing the operation of general principles,
in disentangling them from such as are of a secondary and
accidental nature, and in perceiving and estimating their
remote consequences, have never been surpassed ; and will
for ever secure the name of Ricardo a conspicuous place
among those who have done most to unfold the mechanism
of society, and to discover the circumstances on which
the well-being of its various orders must always mainly
depend. 4

Mr Ricardo ma:ntains, in this work, the fundamental
principle, that the exchangeable value of commodities or
their relative worth, as compared with each other, de-
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pends exclusively on the quantities of labour necessarily
required to produce them, and bring them to market.
Smith had shown that this principle determined the value
of commodities in the earlier stages of society, before land
had been appropriated and capital accumulated; but he
supposed that, after land had become property and rent
began to be paid, and after capital had been amassed and
workmen began to be hired by capitalists, the value of
commodities fluctuated not only according to variations in
the labour required to produce and bring them to market,
but also according to variations of rents and wages. But Mr
Ricardo has shown that this theory is erroneous, and that
the value of commodities is determined in all states of society
by the same principle, or by the quantity of labour requir-
ed for their production. He showed that variations of
profits or wages, by affecting different commodities to the
same, or nearly the same, extent, would either have no
influence over their exchangeable value, or if they had any,
it would depend upon the degree in which they occasionally
affect some products more than others. And Dr Anderson and
others baving already shown that rent is not an element of
cost or value, it follows that the cost or value of all freely
produced commodities, the supply of which may be inde-
finitely increased (abstracting from temporary variations of
supply and demand), depends wholly on the quantity of
labour required for their production, and not upon the rate
at which that labour may be paid; so that, supposing the
labour required to produce any number of commodities to
remain constant, their cost and value will also remain con-
stant, whether wages fall from 3s. to 1s., or rise from 3s. to
8s. or 7s. a-day. This is the fundamental theorem of the
science of value, and the clue which unravels the intricate
labyrinth of the laws which regulate the distribution of
wealth. Its discovery has shed a flood of light on what
was previously shrouded in all but impenetrable mystery,
and the apparently knotty and hitherto insoluble questions
regarding the action of wages and profits on each other and
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ou prices, bave since ceased to present any insuperable diffi-
culties. What the rescarches of Locke and Smith did for
the production of wealth, those of Ricardo have done for its
value and distribution.

The establishment of general principles being Mr Ricardo’s
great object, he has paid comparatively little attention to
their practical applicativn, and sometimes, indeed, he has in
great measure overlooked the circumstances by which they
are occasionally countervailed. In illustration of this we
may mention, that society being laid under the necessity of
constantly resorting to inferior soils to obtain additional
supplies of food, Mr Ricardo lays it down that, in the pro-
gress of society, raw produce and wages have a constant ten-
dency to rise and profits to fall. And this, no doubt, is in
the abstract true. But it must at the same time be ob-
served, that while on the one hand society is obliged con-
stantly to resort to inferior soils, agriculture is on the
other hand susceptible of indefinite improvement ; and this
improvement necessarily in so far countervails the decreasing
fertility of the soil ; and may, and in fact very frequently
does, more than countervail it. Mr Ricardo has also very
generally overlooked the influence of increased prices in
diminishing consumption and stimulating industry, so that
his conclusions, though true according to his assumptions,
do not always barmonise with what really takes place. But
his is not a practical work; and it did not enter into his
plan to exhibit the circumstances that give rise to the
discrepancies in question. The “ Principles of Politicai
Economy and Taxation” is not even a systematic treatise,
but is principally an inquiry respecting certain fundamental
principles, most of which had previously been undiscovered.
And though it be often exceedingly difficult, or, it may be,
all but impossible, to estimate the extent to which these
principles may in certain cases be modified by other prin-
ciples and combinations of circumstances, it is obviously
of the greatest importance to have ascertained their exis-
tence. They are so many land-marks to which to refer



xxvi LIFE AND WRITINGS OF MR RICARDO.

and can never be lost sight of even in matters most essen-
tially practical.

That part of Mr Ricardo’s work, in which he applies his
principles to discover the incidence of taxes on rent, profit,
wages, and raw produce, is more practical than the others;
and must alwavs be a subject of careful study to those who
wish to make themselves well acquainted with this depart-
ment of political science.

Mr Ricardo had now become an extensive landed pro-
prietor, and had wholly retired from business, with a fortune
acquired with the universal respect and esteem of his com-
petitors. But he did not retire from the bustle of active
life, to the mere enjoyment of his acres—Non fuit consilium
socordia atque desidia bonum otium conterere—he had other
objects in view; and while his leisure hours, when in the
country, were chiefly devoted to inquiries connected with
that science, of which he was now confessedly at the head.
he determined to extend the sphere of his usefulness, by
entering the House of Commons. In 1819 he took his seat
as member for Portarlington. His diffidence in his own
powers had, however, nearly deprived the public of the
services which he rendered in this situation. In a letter
to one of his friends, dated the 7th of April 1819, he says:
“You will have seen that I have taken my seat in the
House of Commons. I fear that I shall be of little use there.
I have twice attempted to speak; but I proceeded in the
most embarrassed manner ; and I have no hope of conquer-
ing the alarm with which T am assailed the moment I hear
the sound of my own voice.” And in a letter to the same
gentleman, dated the 22d of June 1819, he says: « I thank
you for your endeavours to inspire me with confidence on
the occasion of my addressing the House. Their indulgent
reception of me has, in some degree, made the task of speak-
ing more easy to me ; but there are yet so many formidable
obstacles to my success, and some, I fear, of a nature nearly
insurmountable, that I apprehend it will be wisdom and
sound discretion in me to content myself with giving silent
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votes.” Fortunately he did not adopt this resolution. The
difficulties with which he had at first to struggle, and his
diffidence in himself, gradually subsided ; while the mildness
of his manners, the mastery which he possessed over the
subjects on which he spoke, and the purity of his inten-
tions, speedily secured him a very extensive influence both
in the House and the country, and gave great weight to his
opinions.

Mr Ricardo was not one of those who make speeches to
suit the ephemeral circumstances and politics of the day: he
spoke only from principle, and with a fixed resolution never
to diverge in any degree from the path which it pointed
out; he neither concealed nor modified an opinion for the
purpose of conciliating the favour, or of disarming the pre-
judices or hostility, of any man or set of men; nor did he
ever make a speech or give a vote which he was not
well convinced was founded on just principles, and calcu-
lated to promote the lasting interests of the public. Trained
to habits of profound thinking, independent in his fortune,
and inflexible in his principles, Mr Ricardo had little in
common with mere party politicians. The public good
was the grand object of his parliamentary exertions; and
he laboured to promote it, not by engaging in party com-
binations, but by supporting the rights and liberties of all
classes, and by unfolding the true sources of national wealth
and general prosperity.

The change that has taken place in the public opinion
respecting the financial and commercial policy of the coun- -
try, since the period when Mr Ricardo obtained a seat in
the House of Commons, is as complete as it is gratifying.
Not only are the most enlarged principles advocated by all
the leading members of both Houses; not only are they
now ready to admit that the exclusive system is founded on
vicious principles, and that it is sound policy to admit the
freest competition in every branch of industry, and to deal
with all the world on fair and liberal principles; but theyare
about to make these doctrines a part of the law of the land,
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and to give them the sanction of parliamentary authority.
Sir Robert Peel has the signal merit of having, despite the
most formidable obstacles, carried out and established in
their fullest extent the great principles of commercial free-
dom developed by Smith and his followers. And we believe
that that distinguished statesman would readily admit that
the writings and speeches of Mr Ricardo have powerfully con-
tributed to pave the wayfor this most desirable consummation.
As he was known to be a master in “the master-science of civil
life,” his opinion, from the moment he entered the House
of Commons, was referred to on all important occasions;*
and he acquired additional influence and consideration.
according as experience served to render the House and
the country better acquainted with his talents, and his
singleness of purpose.

In 1820, Mr Ricardo contributed an article on the
“ Funding System,” to the Supplement to the “ Encyclo-
pxdia Britannica.” This tract, though somewhat confused
in its arrangement, embraces many valuable discussions.
He was a decided friend to the plan for raising the supplies
for a war within the year, by an equivalent increase of
taxation ; and he also thought (in which opinion few probably
will be disposed to concur), that it would be not only ex-
pedient but practicable to pay off the public debt by an
assessment on capital.

In 1822, Mr Ricardo published, during the parliamentary
discussions on the subject of the corn laws, his tract on « Pro-
" tection to Agriculture.” This is the best of all his pamphlets,
and is, indeed, a chef-d’euvre. The important questions
respecting remunerating price, the influence of a low and
high value of corn over wages and profits, the influence of
taxation over agriculture and manufactures, and many other
topics of equal difficulty and interest, are all discussed in

* Mr Ricardo made the first of his prominent appearances on the 24th of May
1819, in the debate on the resolutions proposed by Mr (now Sir Robert) Peel respect-
ing the resumption of cash payments. He did not rise until Le was loudly called upon
from all sides of the House. .
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the short compass of eighty or ninety pages, with a pre-
cision and clearness that leaves nothing to be desired.
Had Mr Ricardo never written any thing else, this pamphlet
would have placed him in the first rank of political eco-
nomists.

Though not robust, Mr Ricardo’s constitution was appa-
rently good, and his health such as to promise a long life of
usefulness. He had, indeed, been subject, for several years,
to an affection in one of his ears; but as it had not given
him any serious inconvenience, he paid it but little attention
‘Whenheretired to his seatin Gloucestershire (Gatcomb Park),
subsequently to the close of the session of 1823, he was in
excellent health and spirits; and, besides completing a tract,
containing a plan for the establishment of a National Bank,
he engaged, with his usual ardour, in elaborate inquiries
regarding some of the more abstruse economical doctrines.
But he was not destined to bring these inquiries to a close!
Early in September he was suddenly seized with a violent
pain in the diseased ear: the symptoms were not, how-
ever, considered unfavourable ; and the breaking of an
imposthume that had been formed within the ear contri-
buted greatly to his relief. But the amendment was only
transitory ; within two days, inflammation recommenced ;
‘and after a period of the greatest agony, pressure on the
brain ensued, which produced a stupor that continued until
death terminated his sufferings, on the 11th September, in
his 52d year.

In private hfe, Mr Ricardo was most amiable. He
was an indulgent father and hushand; and an affectionate.
and zealous friend. No man was ever more thoroughly free
from every species of artifice and pretension; more sincere,
plain, and unassuming. He was particularly fond of assems-
bling intelligent men around him, and of conversing in the
most unrestrained manner on all topics of interest, but more
especially on those connected with his favourite science. On
these as on all occasions, he readily gave way to others, and
never discovered the least impatience to speak; but when
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he did speak, the solidity of his judgment, his candour,
and his extraordinary talent for resolving a question into
its elements, and for setting the most difficult and compli-
cated subjects in the most striking point of view, arrested
the attention of everv one, and delighted all who heard
him, He never entered into an argument, whether in public
or private, for the sake of displaying ingenuity, of baffling an
opponent, or of gaining a victory. The discovery of truth
was his exclusive object. He was ever open to conviction ;
and if he were satisfied he had either advanced or supported
an erroneous opinion, he was the first to acknowledge his
cerror, and to caution others against it.

Few men have possessed in a higher degree than Mr
Ricardo, the talent of speaking and conversing with clearness
and facility on the abstrusest topics. In this respect, his
speeches were greatly superior to his publications. The latter
cannot be readily understood and followed without consider-
able attention ; but nothing could exceed the ease and felicity
with which he illustrated and explained the most difficult
questions of Political Economy, both in private conversation
and in his speeches.  Without being forcible, his style of
speaking was easy, fluent, and agreeable. It was impossible
to take him oft his guard. To those who were not familiar
with his speculations, some of his positions were apt to appear
paradoxical ; but the paradox was only in appearance. He
rarely advanced an opinion on which he had not deeply re-
flected, and without examining it in every point of view ; and
the readiness with which he overthrew the most specious
objections that the ablest men in the House could make to
his doctrines, is the best proof of their correctness, and
of the superiority of his understanding. That there were
greater orators, and men of more varied and general ac-
quirements in Parliament than Mr Ricardo, we readily
allow; but we are bold to say, that in point of deep,
clear, and comprehensive intellect, he had no superiors,
and very few, if any, equals, either in Parliament or in the
country.
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He was not less generous than intelligent; he was never
slow to come forward to the relief of the poor and the dis-
tressed ; and while he contributed to almost every charitable
institution in the metropolis, he supported, at his own ex-
pense, an alms-house for the poor, and two schools for the
instruction of the young in the vicinity of his seat in the
country.

Besides the publications previously enumerated, Mr Ri-
cardo left one or two manuseripts. Among others, a « Plan
for the Establishment of a National Bank” was found in a
finished state, and was soon after published.

He also left “ Notes” on Mr Malthus’s Principles of Poli-
tical Economy; containing a vindication of his own doctrines
from the objections of Mr Malthus, and showing the mis-
takes into which he conceives Mr M. had fallen. But we
doubt whether they have sufficient interest to warrant their
publication.

Though not properly belonging to the Whig party, Mr
Ricardo voted almost uniformly with the Opposition. e
was impressed with the conviction, that many advantages
would result from giving the people a greater influence over
the choice of their representativesin the House of Commons
than they then possessed ; and he was so far a friend to the
system of the radical reformers, as to give his cordial support
to the plan of voting by ballot; which he considered as the
best means for securing the mass of the electors against im-
proper solicitations, and for enabling them to vote in favour
of the candidates whom they really approved. He did not,
however, agree with the radical reformers in their plan of
universal suffrage ; he thought the elective franchise should
be given to all who possessed a certain amount of property ;
but he was of opinion, that while it would be a very hazardous
experiment, no practical good would result from giving the
franchise indiscriminatelv to all. His opinions on these
subjects are fully stated in the Fssay on Parliamentary
Reform, and in the Speech on the Ballot, in this edition of
Lis works.
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Of the value of the services rendered by Mr Ricarde
to Political Economy, there can be, among intelligent
men, only one opinion. His works have made a very
great addition to the mass of useful and universally inte-
resting truths, and afford some of the finest examples to
be met with of discriminating analysis, and of profound
and refined discussion. The brevity with which he has
stated some of his most important propositions; their
mtimate dependence on each other ; the fewness of his
illustrations ; and the mathematical cast he has given to his
reasoning, render it sometimes a little difficult for readers,
unaccustomed to such investigations, readily to follow him.
But we can venture to affirm, that those who will give to
his works the attention of which they are so worthy, will
find them to be as logical and conclusive as they are pro-
found and important. It was the opinion of Quintilian, that
the students of eloquence who were highly delighted with
Cicero, had made no inconsiderable progress in their art:
and the same may, without hesitation, be said of the
students of Political Economy who find pleasure in the works
of Mr Ricardo: Ille se profecisse sciat, cut Ricardo valde
placebit.

When the circumstances under which Mr Ricardo spent
the greater part of his life are brought under view; and
when it is also recollected that he died at the early age of
Jifty-one, it may be truly said that very few have ever achieved
so much. His industry was as remarkable as his sagacity
and his candour.

“ The bhistory of Mr Ricardo,” to use the words of Mr
Mill, “holds out a bright and inspiring example. Mr
Ricardo bad every thing to do for himself; and he did
every thing. Let not the generous youth, whose aspirations
are higher than his circumstances, despair of attaining either
the highest intellectual excellence, or the highest influence
in the welfare of his species, when he recollects in what
circumstances Mr Ricardo opened, and in what he closed,
his memorable life. He had his fortune to make ; his mind
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to form; he had even his education to commence and con-
duct. In a field of the most intense competition, he realized
a large fortune, with the universal esteem and affection of
those who could best judge of the honour and purity of his
acts. Amid this scene of active exertion and practical
detail, he cultivated and he acquired habits of intense, and
patient, and comprehensive thinking; such as have been
arely equalled, and never excelled.”

Mr Ricardo left a widow, three sons, and four daughters.
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ADVERTISEMENT TO THE THIRD EDITION.

Ix this Edition I have endeavoured to explain more fully than in
the last, my opinion on the difficult subject of VALUE, and for that
purpose have made a few additions to the first chapter. I have
also inserted a new chapter on the subject of MACHINERY, and on
the effects of its improvement on the interests of the different
classes of the State. In the chapter on the DistincTivE Pro-
PERTIES of VALUE and Ricnes, I have examined the doctrines of
M. Say cn that important question, as amended in the fourth and
last edition of his work. I have in the last chapter endeavoured
to place in a stronger point of view than before the doctrine of the
ability of a country to pay additional money taxes, although the
aggregate money value of the mass of its commodities should fall,
in consequence either of the diminished quantity of labour required
to produce its corn at home, by improvements in its husbandry, or
from its obtaining a part of its corn at a cheaper price from abroad,
by means of the exportation of its manufactured commodities.
This consideration is of great importance, as it regards the question
of the policy of leaving unrestricted the importation of foreign corn,
particularly in a country burthened with a heavy fixed money
taxation, the consequence of an immense National Debt. I have
endeavoured to show that the ability to pay taxes depends, not on
the gross money value of the mass of commodities, nor on the net
money value of the revenues of capitalists and landlords, but on the
money value of cach man’s revenue, compared to the money value
of the commodities which he usually consumes.

March 26, 1821.






PREFACE

THE produce of the carth—all that is derived from its surface bv
the united application of labour, machinery, and capital, is divided
among three classes of the community, namely, the proprietor of
the land, the owner of the stock or capital necessary for its culti-
vation, and the labourers by whose industry it is cultivated.

But in different stages of society, the proportions of the whole
produce of the earth which will be allotted to each of these classes,
under the names of rent, profit, and wages, will be essentially
different ; depending mainly on the actual fertility of the soil, on
the accumulation of capital and population, and on the skill,
ingenuity, and instruments employed in agriculture.

To determine the laws which regulate this distribution, is the
principal problem in Political Economy: much as the science has
been improved by the writings of Turgot, Stuart, Smith, Say,
Sismondi, and others, they afford very little satisfactory informa-
tion respecting the natural course of rent, profit, and wages.

In 1815, Mr Malthus, in his ¢ Inquiry into the Nature and
Progress of Rent,” and a Fellow of University College, Oxford, in
his “ Essay on the Application ot Capital to Land,” presented to
the world, nearly at the same moment, the true doctrine of rent;
without a knowledge of which, it is impossible to understand the
cffect of the progress of wealth on profits and wages, or to trace
satisfactorily the influence of taxation on different classes of the
community ; particularly when the commodities taxed are the
productions immediately derived from the surface of the earth.
Adam Smith, and the other able writers to whom I have alluded,
not having viewed correctly the principles of rent, have, it appears
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to me, overlooked many important truths, which can only be dis-
covered after the subject of rent is thoroughly understood.

To supply this deficiency, abilities are required of a far superior
cast to any possessed by the writer of the following pages; yet,
after having given to this subject his best consideration—after the
aid which he has derived from the works of the above-mentioned
eminent writers—and after the valuable experience which a few
late years, abounding in facts, have yielded to the present genera-
tion—it will not, he trusts, be deemed presumptuous in him to
state his opinions on the laws of profits and wages, and on the
operation of taxes. If the principles which he deems correct,
should be found to be so, it will be for others, more able than
himself| to trace them to all their important consequences.

The writer, in combating received opinions, has found it neces-
sary to advert more particularly to those passages in the writings
of Adam Smith from which he sces reason to differ ; but he hopes
it will not, on that account, be suspected that he does not, in com-
mon with all those who acknowledge the importance of the science
of Political Economy, participate in the admiration which the pro-
found work of this celebrated author so justly excites.

The same remark may be applied to the excellent works of M.
Say, who not only was the first, or among the first, of continental
writers, who justly appreciated and applied the principles of Smith,
and who has done more than all other continental writers taken
together, to recommend the principles of that enlightened and
beneficial system to the nations of Europe ; but who has succeeded
in placing the science in a more logical and more instructive order;
and has enriched it by several discussions, original, accurate, and
profound.®* The respect, however, which the author entertains for
the writings of this gentleman, has not prevented him from com-
menting with that freedom which he thinks the interests of science
require, on such passages of the “ Economie Politique” as appeared
at variance with his own ideas.

* Chap. xv. Part i, “ Des Débouchés,” contains, in particular, some very important
principles, which I believe were first explained by this distinguished writer



PRINCIPLES OF POLITICAL ECONOMY,

CHAPTER I.-ON VALUE.

SECTION L.

The value of a commodity, or the quantity of any other commodity for which it will
exchange, depends on the relative quantity of labour which is necessary for its pro-
duction, and not on the greater or less compensation which is paid for that labour,

IT has been observed by Adam Smith, that ¢ the word Value has
two different meanings, and sometimes expresses the utility of some
particular object, and sometimes the power of purchasing other
goods which the possession of that object conveys. The one may
be called value in use; the other value in exchange. The things,”
he continues, ¢ which have the greatest value in use, have frequently
little or no value in exchange; and, on the contrary, those which
have the greatest value in exchange, have little or no value in use.”
Water and air are abundantly useful ; they are indeed indispensable
to existence, yet, under ordinary circumstances, nothing can be ob-
tained in exchange for them. Gold, on the contrary, though of little
use compared with air or water, will exchange for a great quantity
of other goods.

Utility then is not the measure of exchangeable value, although
it is absolutely essential to it. If a commodity were in no way
useful,—in other words, if it could in no way contribute to our
gratification,—it would be destitute of exchangeable value, how-
ever searce it might be, or whatever quantity of labour might be
hecessary to procure it.

Possessing utility, commodities derive their exchangeable value
from two sources: from their scarcity, and from the quantity of
labour required to obtain them.

There are some commodities, the value of which is determined
by their scarcity alone. No labour can increase the quantity of
such goods, and therefore their value cannot be lowered by an in-
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creased supply. Some rare statues and pictures, scarce books and
coins, wines of a peculiar quality, which can be made only from
grapes grown on a particular soil, of which there is a very limited
quantity, are all of this description. Their value 1s wholly indepen-
dent of the quantity of labour originally necessary to produce them,
and varies with the varying wealth and inclinations of those who
are desirous to possess them.

These commodities, however, form a very small part of the maes
of commodities daily exchanged in the market. By far the greatest
part of those goods which are the objects of desire, are procured by
labour ; and they may be multiplied, not in one country alone, but
in many, almost without any assignable limit, if we are disposed to
bestow the labour necessary to obtain them.

In speaking, then, of commodities, of their exchangeable value,
and of the laws which regulate their relative prices, we mean always
such commodities only as ean be increased in quantity by the exer-
tion of human industry, and on the production of which competition
operates without restraint.

In the early stages of socicty, the exchangeable value of these
commodities, or the rule which determines how much of one shall
be given in exchange for another, depends almost exclusively on
the comparative quantity of labour expended on each.

“ The real price of every thing,” savs Adam Smith, ¢ what
every thing really costs to the man who wants to acquire it, is the
toil and trouble of acquiring it. What every thing is really worth
to the man who has acquired it, and who wants to dispose of it, or
exchange it for something else, is the toil and trouble which it can
save to himself, and which it can impose upon other people.”
“ Labour was the first price—the original purchase-money that was
paid for all things.,” Again, “in that early and rude state of society,
which precedes both the accumulation of stock and the appropriation
of land, the proportion between the quantities of labour necessary
for acquiring different objects seems to be the only circumstance
which can afford any rule for exchanging them for one another. 'If,
among a nation of hunters, for example, it usnally cost twice the
labour to kill a beaver which it does to kill a deer, one beaver should
naturally exchange for, or be worth two deer. It is natural that
what is usually the produce of two days’, or two hours’ labour,
gshould be worth double of what is usually the produce of one day’s,
or one hour’s labour.” *

That this is really the foundation of the exchangeable value of
all things, excepting those which cannot be increased by human in-
dustry, is a doctrine of the utmost importance in political economy ;
for from no source do so many errors, and so much difference of
opinion in that science proceed, as from the vague ideas which are
attached to the word value.

* Book i. chap. 5.



ON VALUE. 11

If the quantity of labour realized in commodities regulate their
exchangeable value, every increase of the quantity of labour must
augment the value of that commodity on which it is exercised, as
every diminution must lower it.

Adam Smith, who so accurately defined the original source of
exchangeable value, and who was bound in consistency to maintain,
that all things became more or less valuable in proportion as more
or less labour was bestowed on their production, has himself erected
another standard measure of value, and speaks of things being more
or less valuable, in proportion as they will exchange for more or
less of this standard measure. Sometimes he speaks of corn, at
other times of labour, as a standard measure; not the quantity of
labour bestowed on the production of any object, but the quantity
which it can command in the market: as if these were two equ-
valent expressions, and as if, because a man’s labour had become
doubly efficient, and he could therefore produce twice the quantity
of a commodity, he would necessarily receive twice the former
quantity in exchange for it.

If this indeed were true, if the reward of the labourer were
always in proportion to what he produced, the quantity of labour
bestowed on a commodity, and the quantity of labour which that
commodity would purchase, would be equal, and cither might
accurately measure the variations of other things; but they are
not equal; the first is under many circumstances an invariable
standard, indicating correctly the variations of other things; the
latter is subject to as many fluctuations as the commodities com-
pared with it. Adam Smith, after most ably showing the insuffi-
cieney of a variable medium, such as gold and silver, for the purpose
of determining the varying value of other things, has himself, by
fixing on corn or labour, chosen a medium no less variable.

Gold and silver are no doubt subject to fluctuations, from the
discovery of new and more abundant mines; but such discoveries
are rare, and their effects, though powerful, are limited to periods
of comparatively short duration. They are subject also to fluctua-
tion, from improvements in the skill and machinery with which the
mines may be worked; as in consequence of such improvements, a
greater quantity may be obtained with the same labour. They are
turther subject to fluctuation from the decreasing produce of the
mines, after they have yiclded a supply to the world, for a succes-
sion of ages. But from which of these sources of fluctuation is
corn exempted? Does not that also vary, on one hand, from im-
provements in agriculture, from improved machinery and implements
uséd in husbandry, as well as from the discovery of new tracts of
fertile land, which in other countries may be taken into cultivation,
and which will affect the value of corn in every market where
importation is free? Is it not on the other hand subject to be
enhanced in value from prohibitions of importation, from increasing
population and wealth, and the greater difficulty of obtaining the
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increased supplies, on account of the additional quantity of labour
which the cultivation of inferior lands requires? Is not the value
of labour equally variable; being not only affected, as all other
things are, by the proportion between the supply and demand,
which uniformly varies with every change in the condition of the
community, but also by the varying price of food and other neces-
saries, on which the wages of labour are expended ?

In the same country double the quantity of labour may be
required to produce a given quantity of food and necessaries at
one time, that may be necessary at another, and a distant time;
vet the Jabourer’s reward may possibly be very little diminished.
If the labourer’s wages at the former period were a certain quan-
tity of food and necessaries, he probably could not have subsisted
if that quantity had been reduced. Food and necessaries in this
case will have risen 100 per cent. if estimated by the quantity of
labour necessary to their production, while they will scarcely have
increased in value, if measured by the quantity of labour for which
they will exchange.

The same remark may be made respecting two or more countries.
In America and Poland, on the land last taken into cultivation, a
year's labour of any given number of men, will produce much more
corn than on land similarly circumstanced in England. Now,
supposing all other necessaries to be equally cheap in those three
countries, would it not be a great mistake to conclude, that the
quantity of corn awarded to the labourer, would in each country
be in proportion to the facjlity of production ?

If the shoes and clothing of the labourer could, by improvements
in machinery, be produced by one-fourth of the labour now neces-
sary to their production, they would probably fall 75 per cent.;
but so far is it from being true, that the labourer would thereby be
enabled permanently to consume four coats, or four pair of shoes,
instead of one, that it is probable his wages would in no long time
be adjusted by the effects of competition, and the stimulus to
population, to the new value of the necessaries on which they were
expended. If these improvements extended to all the objects of
the labourer’s consumption, we should find him probably, at the end
of a very few years, 1n possession of only a small, if any, addition
to his enjoyments, although the exchangeable value of those com-
modities, compared with any other commodity, in the manufacture
of which no such improvement were made, had sustained a very
considerable reduction; and though they were the produce of a
very considerably diminished quantity of labour.

1t cannot then be correct, to say with Adam Smith, * thatfhs
labour may sometimes purchase a greater, and sometimes a smaller
quantity of goods, it is their value which varies, not that of the
labour which purchases them;” and therefore, “ that labour alone
never varying in its own value, is alone the ultimate and real standard
by which the value of all commodities can at ull times and places
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be estimated and compared ;”—but it is correct to say, as Adam
Smith had previously said, ¢ that the proportion between the
quantities of labour necessary for acquiring different objects scems
to be the only circumstance which can afford any rule for exchang-
ing them for one another;” or in other words, that it is the com-
parative quantity éf commodities which labour will produce, that
determines their present or past relative value, and not the com-
parative quantities of commodities, which are given to the labourer
m exchange for his labour.

Two commodities vary in relative value, and we wish to know
in which the variation has really taken place. If we compare the
present value of one, with shoes, stockings, hats, iron, sugar, and
all other commodities, we find that it will exchange for precisely
the sam4 quantity of all these things as before. If we compare the
other with the same commodities, we find it has varied with respect
to them all: we may then with great probability infer that the
variation has been in this commodity, and not in the commodities
with which we have compared it. If on examining still more
particularly into all the circumstances connected with the produc-
tion of these various commodities, we find that precisely the same
quantity of labour and capital are necessary to the production of
the shoes, stockings, hats, iron, sugar, &c.; but that the same
quantity as before 13 not necessary to produce the single commodity
whose relative value is altered, probability is changed into certainty,
and we are sure that the variation is in the single commodity: we
then discover also the cause of its variation.

If I found that an ounce of gold would exchange for a less
quantity of all the commodities above enumerated, and many
others; and if, moreover, I found that by the discovery of a new
and more fertile mine, or by the employment of machinery to great
advantage, a given quantity of gold could be obtained with a less
quantity of labour, I should be justified in saying that the cause of
the alteration in the value of gold relatively to other commodities,
was the greater facility of its production, or the smaller quantity
of l]abour necessary to obtain it. In like manner, if labour fell very
considerably in value, relatively to all other things, and if 1 found
that its fall was in consequence of an abundant supply, encouraged
by the great facility with which corn, and the other necessaries of
the labourer, were produced, it would, I apprehend, be correct for
me to say that corn and necessaries had fallen in value in conse-
quence of less quantity of labour being necessary to produce them,
and that this facility of providing for the support of the labourer
hag been followed by a fall in the value of labour. No, say Adam
Smith and Mr Malthus, in the case of the gold you were correct in
calling its variation a fall of its value, because corn and labour had
not then varied; and as gold would command a less quantity of
them, as well as of all other things, than before, it was correct to
gay that all things had remained stationary, and that gold only had
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varied ; but when corn and labour fall, things which we have
selected to be our standard measure of value, notwithstanding all
the variations to which we acknowledge they are subject, it would
be highly improper to say so; the correct language will be to say,
that corn and labour have remained stationary, and all other things
have risen in value.

Now it is against this Janguage that I protest. I find that pre-
cisely, as in the case of the gold, the cause of the variation between
corn and other things, is the smaller quantity of labour necessary
to produce it, and therefore, by all just reasoning, I am bound to
call the variation of corn and labour a fall in their value, and not a
rise in the value of the things with which they are compared. IfI
have to hire a labourer for a week, and instead of ten shillings I pay
him eight, no variation having taken place in the value of money,
the labourer can probably obtain more food and necessaries, with
his eight shillings, than he before obtained for ten: but this is
owing, not to a rise in the real value of his wages, as stated by Adam
Smith, and more recently by Mr Malthus, but to a fall in the value
of the things on which his wages are expended, things perfectly
distinct ; and yet for calling this a fall in the real value of wages, I
am told that I adopt new and unusual language, not reconcileable
with the true principles of the science. To me it appears that the
unusual and, indeed, inconsistent language, is that used by my op-
ponents.

Suppose a labourer to be paid a bushel of corn for a week’s work,
when the price of corn is 80s. per quarter, and that he is paid a
bushel and a quarter when the price falls to 40s. Suppose, too,
that he consumes half a bushel of corn a-week in his own family,
and exchanges the remainder for other things, such as fuel, soap,
candles, tea, sugar, salt, &c. &c.; if the three-fourths of a bushel
which will remain to him, in one case, cannot procure him as much
of the above commodities as half a bushel did mn the other, which it
will not, will labour have risen or fallen in value? Risen, Adam
Smith must say, because his standard is corn, and the labourer re-
ceives more corn for a week’s labour. Fallen, must the same Adam
Smith say, “because the value of a thing depends on the power of
purchasing other goods which the possession of that object conveys,”
and labour has a Tess power of purchasing such other goods.

SECTION IIL

Labour of different qualities differently rewarded. This no cause of variation in the
relative value of commodities.

I~ speaking, however, of labour, as being the foundation of all value,
and the relative quantity of labour as almost exclusively determin-
ing the relative value of commodities, I must not be supposed to be
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inattentive to the different qualities of labour, and the difficulty of
comparing an hour’s or a day’s labour, in one employment, with the
sanre duration of labour in another. The estimation in which dif-
ferent qualities of labour are held, comes soon to be adjusted in the
market with sufficient precision for all practical purposes, and de-
pends much on the comparative skill of the labourer, and intensity
of the labour performed. The scale, when once formed, is liable to
little variation. If a day’s labour of a working jeweller be more
valuable than a day’s labour of a common labourer, it has long ago
been adjusted, and placed in its proper position in the scale of value.*

In comparing, thercfore, the value of the same commodity, at
different periods of time, the consideration of the comparative skill
and intensity of labour, required for that particular commodity,
needs scarcely to be attended to, as it operates equally at both
periods. One description of labour at one time is compared with
the same description of labour at another; if a tenth, a fifth, or a
fourth, has been added or taken away, an effect proportioned to the
cause will be produced on the relative value of the commodity.

If a piece of cloth be now of the value of two pieces of linen, and
if, in ten years hence, the ordinary value of a piece of cloth should
be four pieces of linen, we may safely conclude, that either more
labour is required to make the cloth, or less to make the linen, or
that both causes bave operated.

As the inquiry to which I wish to draw the reader’s attention,
relates to the effect of the variations in the relative value of com-
modities, and not in their absolute value, it will be of little import-
ance to examine into the comparative degree of estimation in which
the different kinds of human labour are held. 'We may fairly con-
clude, that whatever inequality there might originally have been in
them, whatever the ingenuity, skill, or time necessary for the acquire-
ment of one species of manual dexterity more than another, it con-
tinues nearly the same from one generation to another; or at least,
that the variation is very inconsiderable from year to year, and
therefore, can have little cffect, for short periods, on the relative
value of commodities.

“ The proportion between the different rates both of wages and

* «But though labour be the real measure of the exchangeable value of all com-
modities, it is not that by which their value is commonly estimated. 1t 1s often diffi-
cult to ascertain the proportion between two different quantitics of labour. The time
spent in two different sorts of work will not always alone determine this proportion.
The different degrees of hardship endured; and of ingenuity exercised, must likewise
be taken into account. There may be more labour in an hour’s hard work, than in
two hours’ easy business; or, in an hour’s application to a trade, which it costs ten
vears’ labour to learn, than in a month’s industry at an ordinary and obvious employ-
ment. But it is not easy to find any accurate measure, cither of hardship or ingenuity.
In exchanging, indeed, the different productions of different sorts of labour for one
another, some allowance is commonly made for both. It is adjusted, however, not by
any accurate measure, but by the higgling and bargaining of the market, according to
that sort of rough equality, which, though not exact, is sufficient for carrying on the
Vusiness of common life.”— Wealth of Nations, book i. chap. 10.
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profit in the different employments of labour and stock, seems not
to be much affected, as has already been observed, by the riches or
poverty, the advancing, stationary, or declining state of the society.
Such revolutions in the public welfare, though they affect the gene-
ral rates both of wages and profit, must in.the end affect them
equally in all different employments. The proportion between them
therefore must remain the same, and cannot well be altered, at least
for any considerable time, by any such revolutions.”*

SECTION 1II

Not only the labour applied immediately to commodities affect their value, but the
labour also which is bestowed on the implements, tools, and buildings, with which
such labour is assisted.

EvEeN in that early state to which Adam Smith refers, somne capital,
though possibly made and accumulated by the hunter himself, would
be necessary to enable him to kill his game. Without some weapon,
neither the beaver nor the deer could be destroyed, and therefore
the value of these animals would be regulated, not solely by the
time and labour necessary to their destruction, but also by the time
and labour necessary for providing the hunter’s capital, the weapon,
by the aid of which their destruction was effected.

Suppose the weapon necessary to kill the beaver, was constructed
with much more labour than that necessary to kill the deer, on
account of the greater difficulty of approaching near to the former
animal, and the consequent necessity of its being more true to its
mark; one beaver would naturally be of inore value than two deer,
and precisely for this reason, that more labour would, on the whole,
be necessary to its destruction. Qr suppose that the same quantity
of labour was necessary to make both weapons, but that they were
of very unequal durability ; of the durable implement only a small
portion of its value would be transferred to the commodity, a much
greater portion of the value of the less durable implement would be
realized in the commodity which it contributed to produce.

All the implements necessary to kill the beaver and deer might
belong to one class of men, and the labour employed in their
destruction wight be furnished by another class; still, their com-
parative prices would be in proportion to the actual labour bestowed,
both on the formation of the capital, and on the destruction of the
animals. Under different circumstances of plenty or scarcity of
capital, as compared with labour, under different circumstances of
plenty or scarcity of the food and necessaries essential to the sup-
port of men, those who furnished an equal value of capital for either
one employment or for the other, might have a half, a fourth, or

* Wealth of Nations, book i. chap. 10.
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an eighth of the produce obtained, the remainder being paid us
wages to those who furnished the labour; yet this division could
not affect the relative value of these commodities, since whether
the profits of capital were greater or less, whether they were 50,
20, or 10 per cent., or whether the wages of labour were high or
low, they would operate equally on both employments.

If we suppose the occupations of the society extended, that some
provide canoes and tackle necessary for fishing, others the seed
and rude machinery first used in agriculture, still the same principle
would hold true, that the exchangeable value of the commodities
produced would be in proportion to the labour bestowed on their
production ; not on their immediate production only, but on all
those implements or machines required to give cffect to the par-
ticular labour to which they were applied.

If we look to a state of society in which greater improvements
have been made, and in which arts and commerce flourish, we shall
still find that commodities vary in value conformably with this
principle : in estimating the exchangeable value of stockings, for
cxample, we shall find that their value, comparatively with other
things, depends on the total quantity of labour necessary to manu-
facture them, and bring them to market. First, there is the labour
necessary to cultivate the land on which the raw cotton is grown :
secondly, the labour of conveying the cotton to the country where
the stockings are to be manufactured, which includes a portion of
the labour bestowed in building the ship in which it is conveyed,
and which is charged in the freight of the goods; thirdly, the
lahour of the spinner and weaver ; fourthly, a portion of the labour
of the engincer, smith, and carpenter, who erected the buildings
and machinery, by the help of which they are made; fifthly, the
labour of the retail dealer, and of many others, whom 1t is unne-
cessary further to particularize. The aggregate sum of these
various kinds of labour, determines the quantity of other things for
which these stockings will exchange, while the same consideration
of the various quantities of labour which have been bestowed on
those other things, will equally govern the portion of them which
will be given for the stockings.

To convince ourselves that this is the real foundation of ex-
changeable value, let us suppose any improvement to be made in
the means of abridging labour in any one of the various processes
through which the raw cotton must pass, before the manufactured
stockings come to the market, to be exchanged for other things ;
and observe the effects which will follow. If fewer men were
required to cultivate the raw cotton, or if fewer sailors were em-
ployed in navigating, or shipwrights in constructing the ship, in
which it was conveyed to us; if fewer hands were employed in
raising the buildings and machinery, or if these, when raised, were
rendered more efficient, the stockings would inevitably fall in value,
and consequently command less of other things. They would fall,

R
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because a less quantity of labour was necessary to their production,
and would therefore exchange for a smaller quantity of thosc things
in which no such abridgment of labour had been made.

Economy in the use of labour never fails to réduce the relative
value of 2 commodity, whether the saving be in the labour neces-
sary to the manufacture of the commodity itself, or in that neces-
sary to the formation of the capital, by the aid of which it is
produced. In cither case the price of stockings would fall, whether
there were fewer men employed as bleachers, spinners, and weavers,
persons immediately necessary to their manufacture; or as sailors,
carriers, engineers, and smiths, persons more indirectly concerned.
In the one case, the whole saving of labour would fall on the
stockings, because that portion of labour was wholly confined to
the stockings; in the other, a portion only would fall on the
stockings, the remainder being applied to all those other commo-
dities, to the production of which the buildings, machinery, and
carriage were subservient

Suppose that, in the early stages of society, the bows and arrows
of the hunter were of equal value, and of equal durability, with the
canoe and implements of the fisherman, both being the produce of
the same quantity of labour. Under such circumstances the value
of the deer, the produce of the hunter’s day’s labour, would be
exactly equal to the value of the fish, the produce of the fisherman’s
day’s labour. The comparative value of the fish and the game
would be entirely regulated by the quantity of labour realized in
each ; whatever might be the quantity of production, or however
high or low general wages or profits might be. If, for example, the
canoes and implements of the fisherman were of the value of 100/,
and were calculated to last for ten years, and he employed ten men,
whose annual labour cost 100L, and who in one day obtained by
their labour twenty salmon : If the weapons employed by the
hunter were also of 1004 value, and calculated to last ten years,
and if he also employed ten men, whose annual labour cost 100L,
and who in one day procured him ten deer; then the natural price
of a deer would be two salmon, whether the proportion of the
whole produce bestowed on the men who obtained it were large
or small. The proportion which might be paid for wages is of the
utmost importance in the question of profits; for it must at once
be seen, that profits would be high or low, exactly in proportion as
wages were low or high; but it could not in the least affect the
relative value of fish and game, as wages would be high or low at
the same time in both occupations. If the hunter urged the plea
of his paying a large proportion, or the value of a large proportion
of his game for wages, as an inducement to the fisherman to give
him more fish in exchange for his game, the latter would state that
he was equally affected by the same cause ; and therefore, under all
variations of wages and profits, under all the effects of accomula-
tion of capital, as long as they continued by a day’s labour te
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obtain respectively the same quantity of fish, and the same quantity
of game, the natural rate of exchange would be one deer for two
salmon.

If with the same quantity of labour a less quantity of fish, or a
greater quantity of game were obtained, the value of fish would
rise in comparison with that of game. If, on the contrary, with
the same quantity of labour a less quantity of game, or a greater
quantity of fish was obtained, game would rise in comparison
with fish.

If there were any other commodity which was invariable in its
value, we should be able to ascertain, by comparing the value of
fish and game with this commodity, how much of the variation
was to be attributed to a cause which affected the value of fish, and
how much to a cause which affected the value of game.

Suppose money to be that commodity. If a salmon were worth
1. and a deer 2/, one deer would be worth two salmon. But
a deer might become of the value of three salmon, for more labour
might be required to obtain the deer, or less to get the salmon, or
both these causes might operate at the same time. If we had this
invariable standard, we might easily ascertain in what degree either
of these causes operated. If salmon continued to sell for 14
whilst deer rose to 3., we might conclude that more labour was
required to obtain the deer. If deer continued at the same price
of 21 and salmon sold for 13s. 4d., we might then be sure that
less labour was required to obtain the salmon; and if deer rose
to 2[. 10s. and salmon fell to 16s. 8d., we should be convinced that
both causes had operated in producing the alteration of the relative
value of these commodities.

No alteration in the wages of labour could produce any alteration
in the relative value of these commodities; for suppose them to
rise, no greater quantity of labour would be required in any of these
occupations, but it would be paid for at a higher price, and the same
reasons which should make the hunter and fisherman endeavour to
raise the value of their game and fish, would cause the owner of the
mine to raise the value of his gold. This inducement acting with
the same force on all these three occupations, and the relative
situation of those engaged in them being the same before and after
the rise of wages, the relative value of game, fish, and gold would
continue unaltered. Wages might rise twenty per cent., and profits
consequently fall in a greater or less proportion, without occasioning
the least alteration in the relative value of these commodities.

Now suppose that, with the same labour and fixed capital, more
fish could be produced, but no more gold or game, the relative value
of fish would fall in comparison with gold or game. 1f, instead of
twenty salmon, twenty-five were the produce of one day’s labour,
the price of a salmon would be sixteen shillings instead of a pound,
and two salmon and a half, instead of two saTmon, would be given
In exchange for one deer, but the price of deer would continue at
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9l. as before. In the same manner, if fewer fish could be obtained
with the same capital and labour, fish would rise in comparative
value. Fish then would rise or fall in exchangeable value, only
because more or less labour was required to obtain a given quantity ;
and it never could rise or fall beyond the proportion of the increased
or diminished quantity of labour required.

If we had then an invariable standard, by which we could mea-
sure the variation in other commodities, we should find that the
utmost limit to which they could permanently rise, if produced
under the circumstances supposed, was proportioned to the addi-
tional quantity of labour required for their production; and that
unless more labour were required for their production, they could
not rise in any degree whatever. A rise of wages would not raise
them in money value, nor relatively to any other commodities, the
production of which required no additional quantity of labour, which
employed the same proportion of fixed and circulating capital, and
fixed capital of the same durability. If more or less labour were
required in the production of the other commodity, we have already
stated that this will immediately occasion an alteration in its relative
value, but such alteration is owing to the altered quantity of requi-
site labour, and not to the rise of wages.

SECTION 1V.

The principle that the quantity of labour bestowed on the production of commoditics
regulates their relative value, considerably modified by the employment of machinery
and other fixed and durable capital,

Ix the former section we have supposed the implements and weapons
necessary to kill the deer and salmon to be equally durable, and to
be the result of the same quantity of Jabour, and we have seen that
the variations in the relative value of deer and salmon depended
solely on the varying quantities of labour necessary to obtain them,
—but in every state of society, the tools, implements, buildings,
and machinery employed in different trades may be of various
degrees of durability, and may require different portions of labour
to produce them. The proportions, too, in which the capital that
is to support labour, and the capital that is invested in tools, ma-
chinery, and buildings, may be variously combined. This difference
in the degree of durability of fixed capital, and this variety in the
proportions in which the two sorts of capital may be combined,
introduce another cause, besides the greater or less quantity of
labour necessary to produce commodities, for the variations in their
relative value—this cause is the rise or fall in the value of labour.
The food and clothing consumed by the labourer, the buildings
in which he works, the implements with which his labour is assisted,
are all of a perishable nature There is, however, a vast difference
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in the time for which these different capitals will endure : a steam-
engine will last longer than a ship, a ship than the clothing of the
labourer, and the clothing of the labourer longer thar the food
which he consumes.

According as capital is rapidly perishable, and requires to be
frequently reproduced, or is of slow consumption, it is classed under
the heads of circulating, or of fixed capital.* A brewer, whose
buildings and machinery are valuable and durable, is said to employ
a large portion of fixed capital : on the contrary, a shoemaker, whose
capital is chiefly employed in the payment of wages, which are
cxpended on food and clothing, commoditics more perishable than
buildings and machinery, is said to employ a large proportion of his
capital as circulating capital.

It is also to be observed that the circulating capital may circulate,
or be returned to its employer, in very unequal times. The wheat
bought by a farmer to sow is comparatively a fixed capital to the
wheat purchased by a baker to make into loaves. One leaves it in
the ground, and can obtain no return for a year; the other can get
it ground into flour, sell it as bread to his customers, and have his
capitul free to renew the same, or commence any other employment
in a week.

Two trades then may employ the same amount of capital ; but it
may be very differently divided with respect to the portion which
is fixed, and that which is circulating.

In one trade very little capital may be employed as circulating
capital, that is to say, in the support of labour—it may be princi-
pally invested in machinery, implements, buildings, &ec., capital of
a comparatively fixed and durable character. In another trade the
same amount of capital may be used, but it may be chiefly employed
in the support of labour, and very little may be invested in imple-
ments, machines, and buildings. A rise in the wages of labour
cannot fail to affect unequally commodities produced under such
different circumstances.

Again, two manufacturers may employ the same amount of fixed,
and the samne amount of circulating capital; but the durability of
their fixed capitals may be very unequal. One may have steam-
engines of the value of 10,0001, the other, ships of the same value.

If men employed no machinery in production but labour only,
and were all the same length of time before they brought their
commodities to market, the exchangeable value of their goods would
be precisely in proportion to the quantity of labour employed.

If they employed fixed capital of the same value and of the same
durability, then, too, the value of the commodities produced would
be the swue, and they would vary with the greater or less quantity
of labour en:ployed on their production.

But although commodities produced under similar circumstances

* A division not essential, and in which the line of demarcation cannot be accu-
rately drawn,
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would not vary with respect to each other, from any cause but an
addition or diminution of the quantity of labour necessary to produce
one or other of them, yet, compared with others not produced with
the same proportionate quantity of fixed capital, they would vary
from the other cause also which I have before mentioned, namely, a
rise in the value of labour, although neither more nor less labour
were employed in the production of either of them. Barley and
vats would continue to bear the same relation to each other under
any variation of wages. Cotton goods and cloth would do the
same, if they also were produced under circumstances precisely
similar to each other, but yet with a rise or fall of wages, barley
might be more or less valuable compared with cotton goods, and
oats compared with cloth.

Suppose two men employ one hundred men each for a year in the
construction of two machines, and another man employs the same
number of men in cultivating corn, each of the machines at the end
of the year will be of the same value as the corn, for they will each
be produced by the same quantity of labour. Suppose one of the
owners of one of the machines to employ it, with the assistance of
one hundred men, the following year in making cloth, and the owner
of the other machine to employ his also, with the assistance likewise
of one hundred men, in making cotton goods, while the farmer
continues to employ one hundred men as before in the cultivation
of corn. During the second year they will all have employed the
same quantity of labour, but the goods and machine together of the
clothier, and also of the cotton manufacturer, will be the result of
the labour of two hundred men, employed fora year; or, rather, of
the labour of one hundred men for two years; whereas the corn
will be produced by the labour of one hundred men for one year,
consequently if the corn be of the value of 5001, the machine and
cloth of the clothier together ought to be of the value of 1000,
and the machine and cotton goods of the cotton manufacturer ought
to be also of twice the value of the corn. But they will be of more
than twice the value of the corn, for the profit on the clothier’s and
cotton manufacturer's capital for the first year has been added to
their capitals, while that of the farmer has been expended and
enjoyed. On account then of the different degrees of durability of
their capitals, or, which is the same thing, on account of the time
which must elapse before one set of commodities can be brought to
market, they will be valuable, not exactly in proportion to the
quantity of labour bestowed on them,—they will not be as two to
one, but something more, to compensate for the greater length of
time which must elapse before the most valuable can be brought to
market.

Suppose that for the labour of each workman 50/ per annum
were paid, or that 5000. capital were employed and profits were
10 per cent., the value of cach of the machines as well as of the
corn, at the end of the first year, would be 5,500/, The second
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year the manufacturers and farmer will again employ 5000. ecach
in the support of labour, and will therefore again sell their goods for
5,500 ; but the men using the machines, to be on a par with the
farmer, must not only obtain 5,500/, for the equal capitals of
5000.. employed on labour, but they must obtain a further sum of
5501, for the profit on 5,500.., .which they have invested in
machinery, and consequently their goods must sell for 6,050.
Here, then, are capitalists employing precisely the same quantity
of labour annually on the production of their commodities, and yet
the goods they produce differ in value on account of the different
quantities of fixed capital, or accumulated labour, employed by each
respectively. The cloth and cotton goods are of the same value,
because they are the produce of equal quantities of labour, and
equal quantitics of fixed capital ; but corn is not of the same value
as these commodities, because it is produced, as far as regards fixed
capital, under different circumstances.

But how will their relative value be affected by a rise in the
value of labour? It is evident that the relative values of cloth and
cotton goods will undergo no change, for what affectc one must
equally affect the other, under the circumstances supposed ; neither
will the relative values of wheat and barley undergo any change, for
they are produced under the same circumstances as far as fixed and
circulating capital are concerned ; but the relative value of corn to
cloth, or to cotton goods, must be altered by a rise of labour,

There can be no rise in the value of labour without a fall of
profits. If the corn is to be divided between the farmer and the
labourer, the larger the proportion that is given to the latter, the
less will remain for the former. So, if cloth or cotton goods be
divided between the workman and his employer, the larger the
proportion given to the former, the less remains for the latter.
Suppose then, that owing to a rise of wages, profits fall from 10 to
9 per cent., instead of adding 550!, to the common price of their
goods (to 5,500L) for the profits on their fixed capital, the manu-
facturers would add only 9 per cent. on that sum, or 4951, conse-
quently the price would be 35,9950, instead of 6,050l As the
corn would continue to sell for 5,500, the manufactured goods in
which more fixed capital was employed, would fall relatively to corn
or to any other goods in which a less portion of fixed capital
entered. The degree of alteration in the relative value of goods, on
account of a rise or fall of labour, would depend on the proportion
which the fixed capital bore to the whole capital employed. All
commodities which are produced by very valuable machinery, or in
very valuable buildings, or which require a great length of time
before they can be brought to market, would fall in relative value,
while all those which were chiefly produced by labour, or which
would be speedily brought to market, would rise in relative value.

The reader, however, should remark, that this cause of the
variation of commodities is comparatively slight in its effects.



24 ON VALUE.

With such a rise of wages as should occasion a fall of 1 per cent.
in profits, goods produced under the circumstances I have sup-
posed, vary in relative value only 1 per cent.; they fall with so
great a fall of profits from 6,050. to 5,995/ The greatest effects
which could be produced on the relative prices of these goods from
a rise of wages, could not exceed 6 or 7 per cent; for profits
could not, probably, under any circumstances, admit of a greater
general and permanent depression than to that amount.

Not so with the other great causc of the variation in the value
of commodities, namely, the increase or diminution in the quantity
of labour necessary to produce them. If to produce the corn,
eighty, instead of one hundred men, should be required, the value
of the corn would fall 20 per cent., or from 5,500 to 4,400L. If
to produce the cloth, the labour of eighty instead of one hundred
men would suffice, cloth would fall from 6,050l to 4,950{. An
alteration in the permanent rate of profits, to any great amount, is
the effect of causes which do not operate but in the course of years,
whereas alterations in the quantity of labour necessary to produce
commodities are of dailv occurrence. ‘Every improvement in
machinery, in tools, in buildings, in raising the raw material, saves
labour, and enables us to produce the commodity to which the
improvement is applied with more facility, and consequently its
value alters, In estimating, then, the causes of the variations in
the value of commodities, although it would be wrong wholly to
omit the consideration of the effect produced by a rise or fall of
labour, it would be equally incorrect to attach much importance to
it ; and consequently, in the subsequent part of this work, though
1 shall occasionally refer to this cause of variation, I shall consider
all the great variations which take place in the relative value of com-
modities to be produced by the greater or less quantity of labour
which may be required from time to time to produce them. .

It is hardly necessary to say, that commodities which have the
same quantity of labour bestowed on their production, will difter in
exchangeable value, if they cannot be brought to market in the
same time.

Suppose I employ twenty men at an expense of 1000/ for a
year in the production of a commodity, and at the end of the year
I employ twenty men again for another year, at a further expense
of 1000 in finishing or perfecting the same commodity, and that
I bring it to market at the end of two years, if profits be 10 per
cent., my commodity must sell for 2,310/ ; for I have employed
1000.. capital for one year, and 2,100/ capital for one year more.
Another man employs precisely the same quantity of labour, but
he employs it all in the first year; he employs forty men at an
expense of 2000/., and at the end of the first year he sells it with
10 per cent. profit, or for 2200{. Here, then, are two commo-
dities having precisely the same quantity of labour bestowed on
them, one o?which sells for 2,310{.—the other for 2,200L.
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This case appears to differ from the last, but is, in fact, the same.
[n both cases the superior price of one commodity is owing to the
greater length of time which must elapse before 1t can be brought
to market. In the former case the machinery and cloth were more
than double the value of the corn, although only double the quan-
tity of labour was bestowed on them. In the second case, one
commodity is more valuable than the other, although no more
labour was employed on its production. The difference in value
arises in both cases from the profits being accumulated as capital,
and is only a just compensation for the time that the profits were
withheld.

It appears, then, that the division of capital into different propor-
tions of fixed and circulating capital, employed in different trades,
introduces a considerable modification to the rule, which is of
universal application when labour is almost exclusively employed
in production; namely, that commodities never vary in value,
unless a greater or less quantity of labour be bestowed on their
productlon, it being shown in this section that, without any varia-
tion in the qu'mmy of labour, the rise of its value merely will
occasion a fall in the exchangeable value of those goods in the
vroduction of which fixed capital is employed; the larger the amount
of fixed cupital, the greater will be the fall.

SECTION V.

The principle that value does not vary with the rise or fall of wages, modified also
by the unequal durability of capital, and by the unequal rapidity with which it is
returned to its employer.

Ix the last section we have supposed that, of two equal capitals, in
wwo different occupations, the proportions of fixed and circulating
capitals were unequal; now let us suppose them to be in the same
proportion, but of unequal durability. In proportion as fixed capi-
tal is less durable, it approaches to the nature of circulating capiral.
It will be consumed and its value reproduced in a shorter time, in
order to preserve the capital of the manufacturer. We have just
seen, that in proportion as fixed capital preponderates in a manu-
facture, when wages rise, the value of commodities produced in
that manufacture, is relatively lower than that of commodities pro-
duced in manufactures where circulating capital preponderates. In
proportion to the less durability of fixed capital, and its approach
to the nature of circulating capital, the same effect will be produced
by the same cause.

If fixed capital be not of a durable nature, it will require a great
quantity of labour annually to keep it in its original state of effi-
ciency ; but the labour so bestowed may be considered as really
expended on the commodity manutactured, which must bear a value
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in proportion to such labour. If I had 2 machine worth 20,0001.
which with very little labour was efficient to the production of
commodities, and if the wear and tear of such machine were of
trifling amount, and the general rate of profit 10 per cent., I should
not require much more than 2000L to be added to the price of the
goods, on account of the employment of my machine; but if the
wear and tear of the machine were great, if the quantity of labour
requisite to keep it in an efficient state were that of fifty men
annually, I should require an additional price for my goods, equal
to that which would be obtained by any other manufacturer who
employed fifty men in the production of other goods, and who used
no machinery at all.

But a rise in the wages of labour would not equally affect
commodities produced with machinery quickly consumed, and
commodities produced with machinery slowly consumed. In the
production of the one, a great deal of labour would be contmually
transferred to the commodity produced—in the other very little
would be so transferred. Every rise of wages, therefore, or, which
is the same thing, every fall of profits, would lower the relative
value of those commodities which were produced with a ‘capital of
a durable nature, and would proportionally elevate those which
were produced with capital more perishable. A fall of wages would
have precisely the contrary effect.

I have already said that fixed capital is of various degrees of
durability—suppose now a machine which could in any particular
trade be employed to do the work of one hundred men for a year,
and that it would last only for one year. Suppose, too, the machine
to cost 50007, and the wages annually paid to one hundred men to
be 5000L, it is evident that it would be a matter of indifference to
the manufacturer whether he bought the machine or employed the
men. But suppose labour to rise, and consequently the wages of
one hundred men for a year to amount to §,500., it is obvious that
the manufacturer would now no longer hesitate, it would be for his
interest to buy the machine and get his work done for 5000/, But
will not 'the machine rise in price, will not that also be worth 5,500%.
in consequence of the rise of labour? It would rise in price if there
were no stock employed on its construction, and no profits to be

" yuid to the maker of it. If, for example, the machine were the

produce of the labour of one hundred men, working dne year upon
1t with wages of 501, each, and its price were consequently 50001 ;
should those wages rise to 55.., its price would be 5,5007., but this
cannot be the case; less than one hundred men are employed or it
could not be sold for 50001, for out of the 5000L. must be paid the
profits of stock which employed the men. Suppose then that only
eighty-five men were employed at an expense of 50!. each, or 4,250/,
per annum, and that the 750L which the sale of the machine would
produce over and above the wages advanced to the men, constituted
the profits of the engineer’s stock. When wages rose 10 per cent.,
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he would be obliged to employ an additional capital of 4251, and
would therefore employ 4,675.. instead of 4,250L, on which capital
he would only get a profit of 325L. if he continued to sell his machine
for 5000..; but this 1s precisely the case of all manufacturers and
capitalists; the rise of wages affects them all. If therefore the
maker of the machine should raise the price of it in consequence of
a rise of wages, an unusual quantity of capital would be employed
in the construction of such machines, till their price afforded only
the common rate of profits.* We see then that machines would
not rise in price, in consequence of a rise of wages.

The manufacturer, however, who in a general rise of wages can
have recourse to a machine which shall not increase the charge of
production on his commodity, would enjoy peculiar advantages if
he could continue to charge the same price for his goods; but he,
as we have already seen, would be obliged to lower the price of his
commodities, or capital would flow to his trade till his profits had
sunk to the general level. Thus then is the public benefited by
machinery : these mute agents are always the produce of much
less labour than that which they displace, even when they are of
the same mcuney value. Through their influence, an increase in
the price of provisions which raises wages will affect fewer persons ;
it will reach, as in the above instance, eighty-five men instead of
2 hundred, and the saving which is the consequence shows itsell
in the reduced price of the commodity manufactured. Neither
machines, nor the commodities made by them, rise in real value,
but all commodities made by machines fall, and fall in propor-
tion to their durability.

It will be seen then, that in the early stages of society, before
much machinery or durable capital is used, the commodities pro-
duced by equal capitals will be nearly of equal v#tlue, and will rise
or fall only relatively to each other on account of more or less
labour being required for their production ; but after the introduc-
tion of these expensive and durable instruments, the commodities
produced by the employment of equal capitals will be of very
unequal value, and although they will still be liable to rise or fall
relatively to each other, as more or less labour becomes necessary
to their production, they will be subject to another, though a minor
variation, also from the rise or full of wages and profits. Since
goods which sell for 5000.. may be the produce of a capital equal
n amount to that from which are produced other goods which sell
for 10,000L, the profits on their manufacture wili be the same;

* We here see why it is that old countries are constantly impelled to employ
machinery, and new countries to employ labour. With every difficulty of providing
for the maintenance of men, labour necessarily rises, and with every rise in the price
of labour, new_temptations are offered to the use of machinery, This difficulty of
providing for the maintenance of nien is in constant operation in old countries, in new
ones a very great increase in the population may take place without the least rise in
the wages of labour. It may be as easy to provide for the 7th, 8th, and 9th million
of men as for the 2d, 3d, and 4th.
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but those profits would be unequal, if the prices of the goods did
not vary with a rise or fall in the rate of profits.

It appears, too, that in proportion to the durability of capital
employed in any kind of produection, the relative prices of those
commodites on which such durable capital is employed, will vary
inversely as wages ; they will fall as wages rise, and rise as wages
fall ; and, on the contrary, those which are produced chiefly by
labour with less fixed capital, or with fixed capital of a less dur-
able character than the medium in which price is estimated, will
rise as wages rise, and fall as wages fall,

SECTION VI
On an iovariable measure of value.

WHEN commodities varied in relative value, it would be desir-
able to have the means of ascertaining which of them fell and
which rose in real value, and this could be effected only by compar-
ing them one after another with some invariable standard measure
of value, which should itself be subject to none of the fluctuations
to which other commodities are exposed. Of such a measure it is
impossible to be possessed, because there is no commodity which
is not itself exposed to the same variations as the things the value
of which is to be ascertained ; that is, there is none which is not
subject to require more or less labour for its production. DBut if
this cause of variation in the value of a medium could be removed
—if it were possible that in the production of our money, for
instance, the same quantity of labour should at all times be required,
still it would not be a perfect standard or invariable measure of
value, because, as I have already endeavoured to explain, it would
be subject to relative variations from a rise or fall of wages, on
account of the different proportions of fixed capital which might
be necessary to produce it, and to produce those other commodities
whose alteration of value we wished to ascertain. It might be
subject to varlations, too, from the same cause, on account of the
different degrees of durability of the fixed capital employed on it,
and the commodities to be compared with it—or the time neces-
sary to bring the one to market, might be longer or shorter than
the time necessary to bring the other commodities to mar ket, the
variations of which were to be detérmined ; all which cireumstances
disqualify any commodity that can be thought of from being a
perfectly accurate measure of value.

If; for example, we were to fix on gold as a standard, it is evi-
dent that it is but a commodity obtained under the same contin-
gencies as every other commodity, and requiring labour and fixed
capital to produce it. Like every other commodity, improvements
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in the saving of labour might be applied to its production, and
consequently it might fall in relative value to other things merely
on account of the greater facility of producing it.

If we* suppose this cause of variation to be removed, and the
same quantity of labour to be always required to obtain the same
quantity of gold, still gold would not be a perfect measure of value,
by which we could accurately ascertain the variations in all other
things, because it would not be produced with precisely the same
combinations of fixed and circulating capital as all other things;
nor with fixed capital of the saume durability ; nor would it require
precisely the same length of time, before it could be brought to
market. It would be a perfect measure of value for all things pro-
duced under the same circumstances precisely as itself, but for no
others. If, for example, it were produced under the same circum-
stances as we have supposed necessary to produce cloth and cotton
goods, it would be a perfect measure of value for those things, but
not so for corn, for coals, and other commodities produced with either
a less or a greater proportion of fixed capital, because, as we have
shown, every alteration in the permanent rate of profits would have
some effect on the relative value of all these goods, independently of
any alteration inthe quantity of labour employed on their production.
If gold were produced under the same circumstances as corn, even
if they never changed, it would not, for the same reasons, be at all
times a perfect measure of the value of cloth and cotton goods.
Neither gold, then, nor any other commodity, can ever be a perfect
measure of value for all things; but I have already remarked,
that the effect on the relative prices of things, from a variation
in profits, is comparatively slight; that by far the most im-
portant effects are produced by the varying quantities of labour
required for production ; and therefore, if we suppose this important
cause of variation removed from the production of gold, we shall
probably possess as near an approximation to a standard measure
of value as can be theoretically conceived. May not gold be con-
sidered as a commodity produced with such proportions of the two
kinds of capital as approach nearest to the average quantity
employed in the production of most commodities? May not these
proportions be so nearly equally distant from the two extremes, the
one where little fixed capital is used, the other where little labour
is employed, as to form a just mean between them ?

If, then, I may suppose myself to be possessed of a standard so
nearly approaching to an invariable one, the advantage is, that I
shall be enabled to speak of the variations of other things, without
embarrassing myself on every occasion with the consideration of the
possible alteration in the value of the medium in which price and
value are estimated.

To facilitate, then, the object of this enquiry, although I fully
allow that money made of gold is subject to most of the variations
of other things, I shall suppose it to be invariable, and therefore all
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alterations in price to be occasioned by some alteration in the value
of the commodity of which I may be speaking.

Before I quit this subject, it may be proper to observe, that
Adam Smith, and all the writers who have followed him, have,
without one exception that I know of, maintained that a rise in the
price of labour would be uniformly followed by a rise in the price
of all commodities. T hope I have succeeded in showing, that there
are no grounds for such an opinion, and that only those commodi-
ties would rise which had less fixed capital employed upon them
than the medium in which price was estimated, and that all those
which had more, would positively fall in price when wages rose.
On the contrary, if wages fell, those commodities only would fall,
which had a less proportion of fixed capital employed on them,
than the medium in which price was estimated ; all those which
had more, would positively rise in price.

It is necessary for me also to remark, that T have not said, be-
cause one commodity has so much labour bestowed upon it as will
cost 1000Z, and another so much as will cost 2000., that there-
fore one would be of the value of 1000/, and the other of the value
of 2000L ; but I have said that their value will be to each other as
two to one, and that in those proportions they will be exchanged.
It is of no importance to the truth of this doctrine, whether one of
these commodities sells for 1,100. and the other for 2,2001., or one
for 1,500/ and the other for 3000/ ; into that question I do not
at present enquire ; I affirm only, that their relative values will be
governed by the relative quantities of labour bestowed on their
production.*

SECTION V1L

Different effects from the alteration in the value of moner, the medium in which rricg
is always expressed, or from the alteration in the value of the commodities which
money purchases.

ALTHOUGH I shall, as T have already explained, have occasion to
consider money as invariable in value, for the purpose of more dis-
tinctly pointing out the causes of relative variations in the value of
other things, it may be useful to notice the different effects which
will follow from the prices of goods being altered by the causes to
which I have already adverted, namely, the different quantities of

* Mr Malthus remarks on this doctrine, “ We have the power indeed, arbitrarily,
to call the labour which has been employed npon a commodity its real value, but in
so doing, we use words in a different sense from that in which they are customarily
used ; we confound at once the very important distinction between cost and value’;
and vender it almost impossible to explain with clearmess the main stimulis to the
production of wealth, which in fuct depends upou this distinction.”

Mr Malthus appears to think that it is 8 part of my doctrine, that the cost and
value of a thing should be the same ; it is, if he means by cost, “ cost of production”
including profits. 1n the above passage, this is what he does ot mean, and therefore
be has not clearly understood me.
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labour required to produce them, and their being altered by a varia-
tion in the value of money itself.

Money being a variable commnodity, the rise of money-wages will
be frequently occasioned by a fall in the value of money. A rise
of wages from this cause will, indeed, be invariably accompanied
by a rise in the price of commodities ; but in such cases, it will be
found that labour and all commodities have not varied in regard to
cach other, and that the variation has been confined to money.

Money, from its being a commodity obtained from a foreign
country, from ‘its being the general medium of exchange between
all civilized countries, and from its being also distributed among
those countries in proportions which are ever changing with every
improvement in commerce and machinery, and with every increasing
difficulty of obtaining food and necessaries for an increasing popula-
tion, is subject to incessant variations. In stating the principles
which regulate exchangeable value and price, we should carefully
distinguiﬁl between those variations which belong to the commodity
itself, and those which are occasioned by a variation in the medium
in which value is estimated, or price expressed.

A rise in wages, from an alteration in the value of money, pro-
duces a general effect on price, and for that reason it produces no
real cffect whatever on profits, On the contrary, a rise of wages,
from the circumstance of the labourer being more liberally rewarded,
or from a difficulty of procuring the necessaries on which wages are
expended, does not, cxcept in some instances, produce the effect of
raising price, but has a great cffect in lowering profits. In the one
case, no greater proportion of the annual labour of the country is
devoted to the support of the labourers; in the other case, a larger
portion is so devoted.

It is according to the division of the whole produce of the land
of any particular farm, between the three classes, of landlord, capi-
talist, and labourer, that we are to judge of the rise or fall of rent,
profit, and wages, and not according to the value at which that
produce may be estimated in a medium which is confessedly variable.

It is not by the absolute quantity of produce obtained by either
class, that we can correctly judge of the rate of profit, rent, and
wages, but by the quintity of labour required to obtain that pro-
duce. By improvements in machinery and agriculture, the whole
produce may be doubled; but if wages, rent, and profit be also
doubled, these three will bear the same proportions to one another
as before, and neither could be said to have relatively varied. But
if wages partook not of the whole of this increase; if they, instead
of being doubled, were only increased one-half; if rent, instead of
being doubled, were only increased three-fourths, and the remain-
ing increase went to profit, it would, I apprehend, be correct tor
me to say, that rent and wages had fallen while profits had risen ;
for if we had an invariable standard by which to measure the value
of this produce, we should find that a less value had fallen to the
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class of labourers and landlords, and a greater to the class of capi-
talists, than had been given before. We might find, for example,
that though the absolute quantity of commodities had been doubled,
they were the produce of precisely the former quantity of labour.
Of every hundred bats, coats, and quarters of corn produced, if

The labourers had before . . 25

The landlords . . ,. . . . 23
And the capitalists . . . . 30
100:

And if] after these commodities were double the quantity, of every
100

The labourers had only . . . 22
The landlords . . . . . . 22
And the capitalists . . . . 56

100:

In that case T should say, that wages and rent had fallen and pro-
fits risen; though, in consequence of the abundance of commodities,
the quantity paid to the labourer and landlord would have increased
in the proportion of 25 to 44. Wages are to be estimated by their
real value, viz. by the quantity of labour and capital employed in
producing them, and not by their nominal value either in coats, hats,
money, or corn. Under the circumstances I have just supposed,
commodities would have fallen to half their former value, and if
money had not varied, to half their former price also. If then in
this mediam, which had not varied in value, the wages of the
labourer should be found to have fallen, it will not the less be a real
fall, because they might furnish him with a greater quantity of cheap
commodities than his former wages.

The variation in the yalue of money, however great, makes no
difference in the rate of profits; for suppose the goods of the manu-
facturer to rise from 1000l to 2000., or 100 per cent., if his
capital, on which the variations of money have as much effect as
on the value of produce, if his machinery, buildings, and stock in
trade rise also a 100 per cent., his rate of profits will be the same,
and he will have the same quantity, and no more, of the produce
of the labour of the country at his command.

If, with a capital of a given value, be can, by economy in labour,
double the quantity of produce, and it fall to half its former price,
it will bear the samne proportion to the capital that produced it which
it did before, and consequently profits will still be at the same rate.

1f; at the same time that he doubles the quantity of produce by
the employment of the same capital, the value of money is by any
accident lowered one half, the produce will sell for twice the money
value that it did before; but the capital employed to produce it
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will also be of twice its former money value; and therefore in this
case too, the value of the produce will bear the same proportion to
the value of the capital as it did before; and although the produce
be doubled, rent, wages, and profits will only vary as the propor-
tions vary, in which this double produce may be divided among
the three classes that share it.



CHAPTER IL

ON REXNT.

It remains however to be considered, whether the appropriation of
land, and the consequent creation of rent, will occasion any variation
in the relative value of commmodities, independently of the quantity
of labour necessary to production. In order to understand this
part of the subject, we must enquire into the nature of rent, and
the laws by wlich its rise or fall is regulated.

Rent is that portion of the produce of the carth which is paid to
the landlord for the use of the original and indestructible powers
of the soil. It is often, however, confounded with the interest and
profit of capital, and, in popular language, the term is applied to
whatever is annually paid by a farmer to his landlord.  1If, of two
adjoining farms of the same cxtent, and of the same natural fertility,
one had all the conveniences of farming buildings, and, besides,
were properly drained and manured, and advantageously divided
by hedges, fences and walls, while the other had none of these
advantages, more remuneration would naturally be paid for the use
of one, than for the usc of the other; yet in both cases this remu-
neration would be called rent. But it is evident, that a portion only
of the money annually to be paid for the improved farm, would be
given for the original and indestructible powers of the soil; the
other portion would be paid for the use of the capital which had
been employed in amecliorating the quality of the land, and in
erecting such buildings as were necessary to sccure and preserve
the produce. Adam Smith sometimes speaks of rent, in the strict
sense to which I am desirous of confining it, but more often in the
popular sense, in which the term is usualTy employed. He tells us,
that the demand for timber, and its consequent high price, in the
more southern countries of Europe, caused a rent to be paid for
forests in Norway, which could before afford no rent. Isit not,
however, cvident, that the person who paid what he thus calls rent,
paid it in consideration of the valuable commodity which was then
standing on the land, and that he actually repaid himself with a
profit, by the sale of the timber? If, indeed, after the timber was
removed, any compensation were paid to the landlord for the use
of the land, for the purpose of growing timber or any other produce,
with a view to future demand, such compensation might justly Le
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called rent, because it would be paid for the productive powers of
the land ; but in the case stated by Adam Smith, the compensation
was paid for the liberty of removing and selling the timber, and not.
for the liberty of growing it. e speaks also of the rent of coal
mines, and of stone quarries, to which the same obscrvation applies
—that the compensation given for the mine or quarry, is paid for
the value of the coal or stone which can be removed from them,
and has no connexion with the original and indestructible powers
of the land. This is a distinction of great importance, in an
enquiry concerning rent and profits; for it is found, that the laws
which regulate the progress of rent, arc widely different from those
which regulate the progress of profits, and seldom operate in the
same direction. In all improved countries, that which is annually
paid to the landlord, partaking of both characters, rent and profit,
1s sometimes kept stationary by the effects of opposing causes; at
other times advances or recedes, as one or the other of these causes
preponderates. In the futurc pages of this work, then, whenever I
speak of the rent of land, I wish to be understood as speaking of
that compensation, which is paid to the owner of land for the use
of its original and indestructible powers.

On the first settling of a country, in which there is an abundance
of rich and fertile land, a very small proportion of which is required
to be cultivated for the support of the actual population, or indeed
can be cultivated with the capital which the population can com-
mand, there will be no rent; for no onc would pay for the use of
land, when there was an abundant quantity not yet appropriated.
and, therefore, at the disposal of whosoever might choose to culti-
vate 1t.

On the common principles of supply and demand, no rent could
be paid for such land, for the reason stated why nothing is given
for the use of air and water, or for any other of the gifts of nature
which exist in boundless quantity. With a given quantity of
materials, and with the assistance of the pressure of the atmosphere,
and the elasticity of steam, engines may perform work, and abridge
human labour to a very great extent; but no charge is made for
the use of these natural aids, because they are inexhaustible, and
at every man’s disposal. In the same manner, the brewer, the
distiller, the dyer, make incessant use of the air and water for the
production of their commodities; but as the supply is boundless,
they bear no price.* If all land had the same propertics, if it were

* « The earth, as we have already seen, is not the only agent of nature which has
a productive power ; but it is the only one, or nearly so, that onc set of men take to
themselves, to the cxclusion of others; and of which, consequently, they can appro-
priate the benefits. The waters of rivers, and of the sea, by the power which they
have of giving movement to our machines, carrying our boats, nourishing our fish,
have also a productive power; the wind which turns our mills, and even the heat of
the sun, work for us; but happily no oue has yet been able to say, the ¢ wind and
the sun are mipe, and the service which they render must be paid for.” ”—ZFcanomir
Politigue, par J. B. Say, vol. ii. p. 124.
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unhmited in quantity, and uniform in quality, no charge could be
made for its use, unless where it possessed peculiar advantages of
situation. It is only, then, because land is not -unlimited in
quantity and uniform in quality, and because, in the progress of
population, land of an inferior quality, or less advantageously
situated, is called into cultivation, that rent is ever paid for the use
of it.  When, in the progress of society, land of the sccond degree
of fertility is taken into cultivation, rent immediately commences
on that of the first quality, and the amount of that rent will depend
on the difference in the quality of these two portions of land.

When land of the third quality is taken into cultivation, rent,
immediately commences on the second, and it is regulated as before,
by the difference in their productive powers. At the same time,
the rent of the first quality will rise, for that must always be above
the rent of the second, by the difference between the produce
which they yield with a given quantity of capital and labour.
‘With every step in the progress of population, which shall oblige a
country to have recourse to land of a worse quality, to enable 1t to
raise its supply of food, rent, on all the more fertile land, will rise.

Thus suppose land—No. 1, 2, 3,—to yicld, with an equal
employment of capital and labour, a net produce of 100, 0, and 80
quarters of corn.  In a new couuntry, where there is an abundance
of fertile land compared with the population, and where thereforc
it is only nccessary to cultivate No. 1, the whole nct produce will
belong to the cultivator, and will be the profits of the stock which
he advances. As soon as population had so far increased as to
make it necessary to cultivate No. 2, from which ninety quarters
coly can De obtained after supporting the labourers, rent would
commence on No. 1; for either there must be two rates of profit
on agricultural capital, or ten quarters, or the value of ten quarters
nust be withdrawn from the produce of No. 1, for some other
purpose. Whether the proprietor of the land, or any other person,
cultivated No. 1, these ten quarters would equally constitute rent;
for the cultivator of No. 2 would get the same result with his
capital, whether he cultivated No. 1, paying ten quarters for rent,
or continued to cultivate No. 2, paying no rent. In the same
manner it might be shown that when No. 3 is brought into culti-
vation, the rent of No. 2 must be ten quarters, or the value of ten
quarters, whilst the rent of No. 1 would rise to twenty quarters;
for the cultivator of No. 3 would have the same profits whether he
paid twenty quarters for the rent of No. 1, ten quarters for the
rent of No. 2, or cultivated No. 3 free of all rent.

It often, and, indeed, commonly happens, that before No. 2, 8,
4, or 5, or the inferior lands are cultivated, capital can be employed
more productively on those lands which are already in cultivation.
It may perhaps be found, that by doubling the original capital
employed on No. 1, though the produce will not be doubled, will
not be increased by 100 quarters, it may be increased by eiglty-five
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quarters, and that this quantity exceeds what could be obtained by
employing the same capital on land No. 3.

In such case, capital will be preferably employed on the old land,
and will equally create a rent; for rent is always the difference
between the produce obtained by the employment of two equal
quantities of capital and labour. If, with a capital of 1000L «
tenant obtain 100 quarters of wheat from his land, and by the em-
ployment of a second capital of 10007, he obtain a further return
of eighty-five, his landlord would have the power, at the expiration
of his lease, of obliging him to pay fiftecen quarters, or an equiva-
lent value for additional rent; for there cannot be two rates of
profit. If he is satisfied with a diminution of fifteen quarters in the
veturn for his second 1000/, it is because no employment more
profitable can be found for it. The common rate of profit would
be in that proportion, and if the original tenant refused, some other
person would be found willing to give all which exceeded that rate
of profit to the owner of the land from which he derived it.

In this case, as well asin the other, the capital last employed pays
no rent. For the greater productive powers of the first 10007,
fifteen quarters is paid for rent, for the employment of the second
1000!., no rent whateveris paid. Ifa third 1000/ be employed on
the same land, with a return of seventy-five quarters, rent will then
be paid for the second 1000L, and will be equal to the difference
between the produce of these two, or ten quarters; and at the same
time the rent of the first 10007 will rise from fiftcen to twenty-
five quarters ; while the last 1000/, will pay no rent whatever.

If, then, good land existed in a quantity much more abundant
than the production of food for an increasing population required,
or if capital could be indefinitely employed without a diminished
return on the old land, there could be no rise of rent; for rent in-
variably proceeds from the employment of an additional quantity of
labour with a proportionally less return.

The most fertile and most favourably situated land will be first cul-
tivated, and the exchangeahle value of its produce will be adjusted
in the same manner as the exchangeable value of all other commo-
dities, by the total quantity of labour necessary in various forms, from
first to last, to produce it and bring it to market. When land of an
inferior quality is taken into cultivation, the exchangeable value of
raw produce will rise, because more labour is required to produce it.

The exchangeable value of all commodities, whether they be
manufactured, or the produce of the mines, or the produce of land,
is always regulated, not by the less quantity of labour that will
suffice for their production under circumstances highly favourable,
and exclusively enjoyed by those who have peculiar facilities of
production ; but by the greater quantity of labour necessarily be-
stowed on their production by those who have no such facilities ;
by those who continue to produce them under the most unfavourable
circumstances ; meaning—by the most unfavourable circumnstances,
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the most unfavourable under which the quantity of produce requred,
renders it necessary to carry on the production.

Thus, in a charitable institution, where the poor are set to work
with the funds of benefactors, the general prices of the commodi-
ties, which are the produce of such work, will not be governed by
the peculiar facilities afforded to these workmen, but by the common,
usual, and natural difficulties, which every other manufacturer will
have to encounter. The manufacturer enjoying none of these faci-
lities might indeed be driven altogether from the market, if the
supply afforded by these favoured workmen were equal to all the
wants of the community ; but if he continued the trade, it would
be only on condition that he should derive from it the usual and
general rate of profits on stock ; and that could only happen when
his commodity sold for a price proportioned to the quantity of
labour bestowed on its production.*

It is true, that on the best land, the same produce would still be
obtained with the same labour as before, but its value would be en-
hanced in consequence of the diminished returns obtained by those
who employed fresh labour and stock on the less fertile land.  Not-
withstanding, then, that the advantages of fertile over inferior lands
are in no case lost, but only transferred from the cultivator, or con-
sumer, to the landlord, yet, since more labour is required on the
inferior lands, and since it is from such land only that we are
enabled to furnish ourselves with the additional supply of raw
produce, the comparative value of that produce will continue per-
manently above its former level, and make it exchange for more hats,
cloth, shoes, &c., &c., in the production of which no such additional
(uantity of labour is required.

The reason then, why raw produce rises in comparative value, is
because more labour 1s employed in the production of the last
portion obtained, and not because a rent is paid to the landlord.
The value of corn is regulated by the quantity of labour bestowed
on its production on that quality of land, or with that portion of

* as not M. Say forgotten, in the following passage, that it is the cost of produc-
tion which ultimately regulates price? ¢ The produce of labour employed on the land
has this peculiar property, that it does not become more dear by becoming more scarce,
because population always diminishes at the same time that food diminishes, and
conscquently the quantity of these products demanded, diminishes at the same time
as the quantity supplied. Besides, it is not observed that corn is more dear in those
places where there is plenty of uncultivated land, than in completely cultivated coun-
tries. Xngland and France were much more imperfectly cultivated in the middle
ages than they are now ; they produced much less raw produce: nevertheless, from
all that we can judge by a comparicon with the value of other things, corn was not
~old at a dearer price. If the produce wasless, so was the population ; the weakness of
the demand compensated the feebleness of the supply.”  Vol. ii. 333. M. Say being
impressed with the opinion that the price of commodities is regulated by the price of
labour, and justly supposing that charitable justitutions of all sorts tend to increase the
population beyond what it otherwise would e, and therefore to lower wages, says,
* I'suspect that the cheapness of the goods which come from England is partly
caused by the numerous charitable institutions which exist in that country.” ” Vol,
ii. 277, This is a consistent opinion in one who maintains that wages reguldte price.
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capital, which pays no rent. Corn is not high because a rent is
paid, but a rent is paid because corn is high; and it has been justly
observed, that no reduction would take place in the price of corn,
n.lthough landlords should forego the whole of their rent. Such a
measure would only enable some farmers to live like gentlemen,
but would not diminish the quantity of labour necessary to raise
raw_produce on the least productive land in cultivation.

Nothing is more common than to hear of the advantages which
the land possesses over every other source of useful ])IOdUC(‘ on
account of the surplus which it yields in the form of rent. Yet
when land is most abundant, when most productive, and most
fertile, it yields no rent; and it is only when its powers decay, and
less is ylelded in return for labour, that a share of the original
produce of the more fertile portions is set apart for rent. It 1s
singular that this quality in the land, which should have been
noticed as an imperfection, compared with the natural agents by
which manufacturers are assisted, should have been pointed out as
constituting its peculiar pre-eminence. 1f air, water, the elasticity
of stecam, and the pressure of the atmosphere, were of various quali-
ties ; if they could be appropriated, and cach quality existed only
in moderate abundance, they, as well as the land, would afford a
rent, as the successive qualities were brought into use.  'With every
worse quality employed, the value of the commodities m the manu-
facture of which they were used, would rise, because equal quanti-
ties of labour would be less ploducme Man would do more by
the sweat of his brow, and nature perform less ; and the land w ould
be no longer pre-eminent for its limited powers.

If the surplus produce which land affords in the form of rent be
an advantage, it 1s desirable that, every year, the machinery newly
constructed should be less efficient than the old, as that would
undoubtedly give a greater exchangeable value to the goods manu-
factured, not only by that machinery but by all the other machinery
in the kingdom ; and a rent would be paid to all those who possessed
the most productive machinery.”

* ¢ In agriculture. too,” says Adam Smith, ¢ nature labours along with man ; and
though her labour costs no expense, its produce has its value, as well as that of the
most expensive workman.” The labour of nature is paid, not because she does mnuch, 4
but because she does little.  In proportion as she becomes niggardly in her gifts, she 3
exacts a greater price for her work. Where she is munificently beneficent, she always
works gratis. ¢ The labouring cattle employed in agriculture, not only occasion, like
the workmen in manufactures, the reproduction of a value eyual to their own con-
sumption. or to the capital which employs them, together with its owner’s profits, but
of amuch greater value. Over and above the capital of the fanuer and all its profits,
they regularly occasion the reproduction of the rent of the landlord. This rent may
be considered as the produce of those powers of nature, the use of which the landloid
lends to the farmer. It is greater or smaller according to the supposed extent of those
powers, or, in other words, according to the supposed natural or improved fertility of
the land. It is the work of nature which remains, after deducting or compensating
cvery thing which can be regarded as the work of man. It is seldom less than a
fourth, and frequently more than a third of the whole produce. Xo equal quantity of
productive labour employed in manufactures, can ever occasion so great a reproduc-

a
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The rise of rent-is always the effect of the increasing wealth ot
the country, and of the difficuity of providing food for its augmented
population. It is a symptom, but it is never a cause of wealth ; for
wealth often increases most rapidly while rent is either stationary,
or even falling. Rent increases most rapidly, as the disposable
land decreases in its productive powers. Wealth increases most
rapidly in those countries where the disposable land is most fertile,
where importation is least restricted, and where, through agricul-
tural improvements, productions can be multiplied without any
increase in the proportional quantity of labour, and where conse-
quently the progress of rent 1s slow.

If the high price of corn were the effect, and not the cause of
rent, price would be proportionally influenced as rents were high or
low, and rent would be a component part of price. But that corn
which is produced by the greatest quantity of labour is the regu-
lator of the price of corn; and rent does not and cannot enter in
the least degree as a component part of its price.” Adam Smith,
therefore, cannot be correct in supposing that the original rule
which regulated the exchangeable valuc of commodities, namely,
the comparative quantity of labour by which they were produced,
can be at all altered by the appropriation of land and the payment
of rent. Raw materiai enters into the composition of most com-
modities, bt the value of that raw material, as well as corn, is
regulated by the productiveness of the portion of capital last

von.  In them nature dves nothing, man does all ; and the reproduction must always be
in proportion to the strength of the agents that occasion it.  The capital employed in
agriculture, theretore, not only puts into motion a greater quantity of productive
labour than any equal capital employed in manufactures, but in proportion too, to the
quantity of the productive labour which it employs, it adds « much’greater value to
the annual produce of the land and labour of the country, to the rcal wealth and
revenue of its inhabitants.  Of all the ways in which a capital can bg employed, it is
by far the most advantageous to the society.”—Book IL. chap. v. p. 15.

Does nature nothing for man in manufactures? Are the powers of wind and water,
which move our machinery, and assist navigation, nothing ? The pressure of the
atmosphere and the elasticity of steam, which enable us to work the most stupendous
engines—are they not the gifts of nature? I'o say nothing of the effects of the matter
of hieat in softening and melting metals, of the decomposition of the atmosphere in the
process of dyeing and fermentation. ‘There is not a manufacture which can be men-
tioned, in which nature does not give her assistance to man, and give it too, generously
and gratuitously.

In remarking on the passage which I have copied from Adam Smith, Mr Buchanan
sbserves, “ I have endeavoured to show, in the observations on productive and
unproductive labour, contained in the fourth volume, that agriculture adds no more
to the national stock than any other sort of industry. In dwelling on the reproduction
of rent as so great an advantage to society, Dr Smith does not reflect that rent is the
cffect of high price, and that what the landlord gains in this way, he gains at the
expense of the community at large. There is no absolute gain to the society by the
reproduction of rent; it i» only one class profiting at the expense of another class.
The notion of agriculture yiclding a prodtice, and a rent in consequence, because
nature concurs with human industry in the process of cultivation, is a mere fancy.
1t is not from the produce, but from the price at which the produce is sold, that the
1ent is derived ; and this price is got not because nature assists in the production, hur
because it is the price which suits the consumption to the supply.

* The clearly understanding this prineiple is, I am persuaded, of the utmost import-
ance to the scicnce of political economy. :
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employed on the land, amd paying no yent; and therefore rent is
not a component part of the price of commodities.

We have been hitherto considering the effects of the natural pro-
cress of wealth and population on rent, in a country in which the
land is of variously productive powers; and we have seen, that
with every portion of additional capital which it becomes necessary
to employ on the land with a less productive return, rent would
rise. It follows from the same principles, that any circumstances
in the socicty which should make it unnecessary to employ the
same amount of capital on the land, and which should thercfore
make the portion last employed more productive, would lower rent.
Any great reduction in the capital of a country, which should
materially diminish the funds destined for the maintenance of labour,
would naturally have this effect. Population regulates itself by the
funds which are to employ it, and therefore always increases or
diminishes with the increase or diminution of capital. KEvery re-
duction of capital is therefore necessarily followed by a less
cffective demand for corn, by a fall of price, and by diminished cul-
tivation. In the reverse order to that in which the accumulation
of capital raises rent, will the diminution of it lower rent. Land
of a less unproductive quality will be in succession relinquished,
the exchangeable value of produce will fall, and land of a superior
quality will be the land last cultivated, and that which will then
pay no rent.

The same effects may, however, be produced, when the wealth
and population of a conntry are increased, if that increase is accom-
panied by such marked improvements in agrigulture, as shall have
the same effect of diminishing the necessity of cultivating the poorer
lands, or of expending the same amount of capital on the cultivation
of the more fertile portions.

If a million of quarters of corn be necessary for the support of a
aiven population, and it be raised on land of the qualities of
No. 1, 2,-3; and if an improvement be afterwards discovered by
which it can be raised on No. 1 and 2, without employing No. 3,
it is evident that the immediate effect must be a fall of rent; for
No. 2, instead of No. 3, will then be cultivated without paying any
rent; and the rent of No. 1, instead of being the difference between
the produce of No. 3 and No. 1, will be the difference only between
No. 2 and 1. With the same population, and no more, there can
be no demand for any additional quantity of corn ; the capital and
labour employed on No. 3 will be devoted to the production of
other commoditics desirable to the community, and can have no
cffect in raising rent, unless the raw material from which they arc
made cannot be obtained without employing capital less advanta-
geously on the land, in which case No. 8 must again be cultivated.

1t is undoubtedly true, that the fall in the relative price of raw
produce, in consequence of the improvement in agriculture, or rather
in consequence of less labour being bestowed on its production,
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would naturally lead to increased accumulation; for the profits of
stock would be greatly augmented. This accumulation would lead
to an increased demand for labour, to higher wages, to an increased
population, to a further demand for raw produce, and to an
increased cultivation. It is only, however, after the increase in the
population, that rent would be as high as before ; that is to say,
after No. 3 was taken into cultivation. A considerable period
would have clapsed, attended with a positive diminution of rent.

But improvements in agriculture are of two kinds: those which
increase the productive powers of the land, and those which enable
us, by improving our machinery, to obtain its produce with less
Iabour. They both lead to a fall in the price of raw produce ; they
both affect rent, but they do not affect it equally. If they did not
occasion a fall in the price of raw produce, they would not be
improvements ; for it is the essential quality of an improvement to
diminish the quantity of labour before required to produce a com-
modity ; and this diminution cannot take place without a fall of
its price or relative value.

The improvements which increased the productive powers of the
land, arc such as the more skilful rotation of crops, or the better
choice of manure. These improvements absolutely enable us to
obtain the same produce from a smaller quauntity of land. 1f, by the
introduction of a coursc of turnips, I can feed my sheep besides
raising my corn, the land on which the sheep were before fed
becomes unnecessary, and the same quantity of raw produce is
raised by the employment of a less quantity of land. If 1 discover
a manure which will enable me to make a piece of land produce 20
per cent. more corn, I may withdraw at least a- portion of my
capital from the most unproductive part of my farm. DBut, as I
hefore observed, it is not necessary that land should be thrown out
of cultivation in order to reduce rent: to produce this effect, it is
sufficient that successive portions of capital are employed on the
same land with different results, and that the portion which gives
the least result should be withdrawn. 1f, by the introduction of
the turnip husbandry, or by the use of a more Invigorating manure,
I can obtain the same produce with less capital, and without dis-
turbing the difference between the productive powers of the
successive portions of capital, I shall lower rent ; for a different and
more productive portion will be that which will form the standard
from which every other will be reckoned. If, for example, the suc-
cessive portions of capital yiclded 100, 90, 80, 70; whilst 1
employed these four portions, my rent would be 60, or the differ
ence between

100
K

whilst the produce would be 340 1 ?g

70 and 90 = 20

70 and 100 = 301
70 and 80 = IOJ
€0 340
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and while T employed these portions, the rent would remain the
same, although the produce of cach should have an equal augmen-
tation. If, instead of 100, 90, 80, 70, the produce should be
increased to 125, 115, 105, 95, the rent would still he 60, or the
difference between

95 aud 125 = 30) 123
= _ o :

g?) ﬁ:g {(l)g - Ig l whilst the produce would be 105
o - increased to 440 193
60) (440

But with such an Increase of produce, without an increase of
demand,* there could be no motive for employing so much capital
on the land; one portion would be withdrawn, and consequently
the last portion of capital would yield 105 instead of 95, and rent
would fall to 30, or the difference between

105 and 123
15

201 whilst the produce will be still 125
105 and 1 1

0| adequate to the wants of the %3‘:’
»—J population, for it would be 345 1__)

30 | quarters, or 345

the demand being only for 340 quarters.—But there are improve-
ments which may lower the relative value of produce without
lowering the corn rent, though they wili lower the moneyrent of land.
Such improvements do not increase the produetive powers of the
land ; but they enable us to obtain its produce with less labour. They
are rather directed to the formation of the capital applied to the land,
than to the cultivation of the land itself. Improvements in agricul-
tural implements, such as the plough and the thrashing machine,
cconomy in the use of horses employed in husbandry, and a better
knowledge of the veterinary art, are of this nature. Less capital,
which is the same thing as less labour, will be employed on the land ;
but to obtain the same produce, less land canuot be cultivated.
Whether improvements of this kind, however, affect corn rent, must
depend on the question, whether the difference between the produce
obtained by the employment of different portions of capital be
increased, stationary, or diminished. If four portions of capital,
30, 60, 70, 80, be employed on the land, ziving each the same
results, and any improvement in the formation of such capital
should enable me to withdraw 5 from each, so that they should be
43, 55, 63, and 75, no alteration would take place in the corn rent;
but if the improvements were such as to enable me to make the
whole saving on that portion of capital, which is least productively
employed, corn rent would immediately fall, because the difference
hetween the capital most productive, and the capital least produc-

* T hope I am not understood as undervaluing the importance of all sorts of im-
provements in agriculture to landlords—their immediate effect is to lowerrent; but as
they give a great stimulus to population, and at the same time enable us to cultivate

poorer lands with less labour, they are ultimately of immense advantage to landlords,
A period, however, must clayse, during which they are positively injurious to him.
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tive, would be diminished ; and it is this difference which constitutes
rent.

Without multiplying instances, I hope cnough has been said to
show, that whatever “diminishes the mequ'ﬂlty in the produce
obtained from successive portions of capital employed on the same
or on new land, tends to lower rent; and that whatever increases
that inequality, necessarily produces an opposite effect, and tends
to raise it.

In speaking of the rent of the landlord, we have rather considered
it as the proportion of the produce, obtained with a given capital
on any given farm, without any reference to its e\chungeqble value;;
but since the same cause, the difficulty of production, raises the
exchangeable value of raw produce, and raises also the proportion
of raw produce paid to the landlord for rent, it is obvious that the
landlord is doubly benefited by difficulty of production. First, he
obtains a greater share, and, sccondly, the commodity in which he
is paid is of greater value.*

* To make this obvious, and to show the degrees in which corn and money rent will
vary, let us suppose that the labour of ten men will, on land of a certain. quality, obtain
180 quartus of wheat, and its value to be 47 per quartcr or 720/ ; and that the labour
of ten additional men will, on the same or any other land, producc only 170 quarters
in addition ; wheat would rise from 47 to 41 4s. 8d. for 170 1 180 : : 41, : 41, 45, 8d. ; or,
as in the production of 170 quarters, the labour of 10 men is necessary in one case, "and
only of 944 in the other, the rise would be as 9-44 to 10, or as 4/ to 47 4s. 8d. 1{'10
men be further employed, and the return be

160 the price will rise to £4 10 0
150 . . . 416 0
140 . . . 5 210

Now, if no rent was paid for the land which yielded 180 quarters, when corn was at
+1 per quarter, the value of 10 guarters would be paid as rent \\]l(.ll only 170 could be
s rocured, which, at 4/, 4<. 8d. would be 427 7s. 6d.

20 quarters when 160 were ploduccd which at £4 10 0 would he £90 0 0

30 quarters . 150 . . . . ... 416 0 . . .14 00

40 quarters ., 140 . . 5 210 . . . 20513 4
l(lO 100

Corn rent would increase in the S 200 and money rent in the S' 212

proportion of 30 3 proportion of } 340
460 485



CHAPTER III

ON THE RENT OF MINES.

THE metals, like other things, are obtained by labour. Nature,
indeed, produces them; but it is the labour of man which extracts
them from the bowels of the earth, and prepares them for our
service.

Mines, as well as land, generally pay arent to their owner; and
this rent, as well as the rent of land, is the effect, and never the
cause of the high value of their produce.

If there were abundance of equally fertile mines, which any one
might appropriate, they could yield no rent; the value of their
produce would depend on the quantity of labour necessary to
cxtract the metal from the mine and bring it to market.

But there are mines of various qualitics, affording very different
results, with equal quantities of labour. The metal produced from
the poorest mine that is worked, must at least have an exchangeable
value, not only sufficient to procure all the clothes, food, and other
necessaries consumed by those employed in working it, and bringing
the produce to market, but also to afford the common and ordinary
profits to him who advances the stock necessary to carry on the
undertaking. The return for capital from the poorest mine paying
no rent, would regulate the rent of all the other more productive
mines. This mine is supposed to yield the usual profits of stock.
All that the other mines produce more than this, will necessarily
be paid to the owners for rent. Since this principle is precisely
the same as that which we have already laid down respecting land.
it will not be necessary further to enlarge on it.

It will be sufficient to remark, that the same general rule which
regulates the value of raw produce and manufactured commodities,
is applicable also to the metals; their value depending not on the
rate of profits, nor on the rate of wages, nor on the rent paid for
mines, but on the total quantity of labour neccssary to obtain the
metal, and to bring it to market.

Like every other commodity, the value of the metals is subject
to variation. Improvements may be made in the implements and
machinery used in mining, which may considerably abridge labour ;
new and more productive mines may be discovered, in which, with
the same labour, more metal may be obtained; or the facilities of
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bringing it to market may be increased. In either of these cases
the metals would fall in value, and would therefore exchange for
a less quantity of other things. On the other hand, from the in-
creasing difficulty of obtaining the metal, occasioned by the greater
depth at which the mine must be worked, and the accumulation of
water, or any other contingency, its value compared with that of
other things, might be considerably increased.

It has thereforc been justly observed, that however honestly the
coin of a country may conform to its standard, money made of gold
and silver 1s still liable to fluctuations in value, not only to acci-
dental and temporary, but to permanent and natural variations, in
the same manner as other commodities.

Dy the discovery of America, and the rich mines in which it
abounds, a very great effect was produced on the natural price of
the precious metals. This effect 1s by many supposed not yet to
have terminated. It is probable, however, that all the effects on
the value of the metals, resulting from the discovery of America
have long ceased ; and if any fall has of late vears taken place in
their value, it is to be attributed to improvements in the mode of
working the mines.

From whatever cause it may have proceeded, the effect has been
so slow and gradual, that little practical inconvenience has been °
felt from gold and silver being the general medium in which the
value of all other things is estimated. Though undoubtedly a
variable measure of value, there is probably no commodity subject
to fewer variations. This and the other advantages which these
metals possess, such as their hardness, their malleabilty, their divi-
gibility, and many more, have justly secured the preference every
where given to them, as a standard for the money of civilized
countries.

If equal quantities of labour, with equal quantities of fixed capital,
could at all times obtain, from that mine which paid no rent,
cqual quantities of gold, gold would be as nearly an invariable
measure of value, as we could in the nature of things possess. The
quantity indeed would enlarge with the demand, but its value
would be invariable, and it would be eminently well calculated to
measure the varying value of all other things. 1 have already in
a former part of this work considered gold as endowed with this
uniformity, and in the following chapter I shall continue the supposi-
tion. In speaking therefore of varying price, the variation will be
always considered as being in the commodity, and never in the
medium in which it is estimated
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CHAPTER IV.

ON NATURAL AND MARKET PRICE.

IN making labour the foundation of the value of commodities, and
the comparative quantity of labour which is nceessary to their
production, the rule which determines the respecetive quantitics of
goods which shall be given in exchange for each other, we must not
be supposed to deny the accidental and temporary deviations of the
actual or market price of commodities from this, their primary and
natural price.

In the ordinary course of events, there is no commodity which
continues for any length of time to be supplied precisely in that
degree of abundance, which the wants and wishes of mankind
require, and therefore there is none which is not subjeet to acci-
dental and temporary variations of price.

It is only in consequence of such variations, that capital is
apportioned precisely, in the requisite abundance and no more, to
the production of the different commodities which happen to be in
demand. With the rise or fall of price, profits are elevated above,
or depressed below, their general level ; and capital is either encour-
aged to enter into, or is warned to depart from, the particular cmploy-
ment in which the variation has taken place.

Whilst every man is frec to employ his capital where he pleases,
he will naturally seek for it that employment which is most advan-
tageous; he will naturally he dissatisfied with a profit of 10 per cent.,
if by removing his capital he can obtain a profit of 15 per cent.
This restless desire on the part of all the employers of stock, to
quit a less profitable for a more advantageous business, has a
strong tendency to equalize the rate of profits of all, or to fix
them in such proportions as may, in the estimation of the parties,
compensate for any advantage which one may have, or may appear
to have, over the other. Itis perhaps very difficult to trace the
steps by which this change is effected : it is probably effected, by
2 manufacturer not absolutely changing his employment, but only
lessening the quantity of capital he has in that employment. In
all rich countries, there is a number of men forming what is called
the monied class ; these men are engaged in no trade, but live on
the interest of their money, which is employed in discounting bills,
or in loans to the more 1ndustrious part of the community. The
bankers too employ a large capital on the same objects. The capital
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so employed forms a circulating capital of a large amount, and is
cmployed, in larger or smaller proportions, by all the different
trades of a country. There is perhaps no manufacturer, however
rich, who limits his business to the extent that his own funds alone
will allow: he has always some portion of this floating capital,
increasing or diminishing according to the activity of the demand
for his commodities. When the demand for silks increases, and
that for cloth diminishes, the clothier does not remove with his
capital to the silk trade, but he dismisses some of his workmen, he
discontinues his demand for the loan from bankers and monicd men
while the case of the silk manufacturer is the reverse: he wishes
to employ more workmen, and thus his motive for borrowing is
increased ; he borrows more, and thus capital is transferred from
one employment to another, without the necessity of a manufac-
turer discontinuing his usual occupation. When we look to the
markets of a large town, and observe how regularly they are
supplied both with home and foreign comiodities, in the quantity
in which they are required, under all the circumstances of varying
demand, arising from the caprice of taste, or a change in the amount
of population, without often producing either the effects of a gluz
from a too abundant supply, or an enormously high price from the
supply being uncqual to the demand, we must confess that the
principle which apportions capital to each trade in the precise
amount that it is required, is more active than is generally supposed.

A capitalist, in seecking profitable employment for his funds, wili
naturally take into consideration all the advantages which one
occupation possesses over another. He may therefore be willing
to forego a part of his money profit, in consideration of the security,
cleanliness, ease, or any other real or fancied advantage which one
employment may possess over another.

1f from a consideration of these circumstances, the profits of stock
should be so adjusted, that in one trade they were 20, in another
25, and in another 30 per cent., they would probably continue per-
manently with that relative difference, and with that difference only;
for if any cause should elevate the profits of one of these trades 10
per cent., either these profits would be temporary, and would soon
again fall back to their usual station, or the profits of the others
would be elevated in the same proportion.

The present time appears to be one cf the exceptions to the just-
ness of this remark., The termination of the war has so deranged
the division which before cxisted of employments in Europe, that
cvery capitalist has not yet found his place in the new division
which has now become necessary.

Let us suppose that all commodities are at their natural price,
and consequently that the profits of capital in all employments are
exactly at the same rate, or differ only so much as, in the estimation
of the parties, is equivalent to any real or fancied advantage which
they possess or forego. Suppose now that a change of fashion
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should inerease the demand for silks, and lessen that for woollens ,
their natural price, the quantity of labour necessary to their pro-
duction, would continue unaltered, but the market price of silks
would rise, and that of woocllens would fall ; and consequently the
profits of the silk manufacturer would be above, whilst those of the
woollen manufacturer would be below, the gencral and adjusted rate
of profits.  Not only the profits, but the wages of the workmen,
would be affected in these employments. This increased demand
for silks would, however, soon be supplied, by the transference of
capital and labour from the woollen to the silk manufacture; when
the market prices of silks and woollens would again approach their
natural prices, and then the usunal profits would be obtained by the
respective manufacturers of those commodities.

It is then the desire, which every capitalist has, of diverting his
funds from a less to a more profitable employment, that prevents
the market price of commodities from continuing for any length of
time either much above, or much below their natural price. It is
this competition which so adjusts the changeable value of commo-
dities, that after paying the wages for the labour necessary to their
production, and all other expenses required to put the capital em-
ployed in its original state of cfliciency, the remaining value or
overplus will in each trade be in proportion to the value of the
capital employed.

In the 7th chap. of the Wealth of Nations, all that concerns this
question is most ably treated. Having fully acknowledged the
temporary effects w lnch, m particular employmentc of capltal may
be produced on the prices of commodities, as well as on the wages
of labour, and the profits of stock, by accidental causes, without
influencing the general price of commoditics, wages, or profits, since
these effects ave equally operative in all stages of society, we will
leave them entirely out of our consideration, whilst we are treating
of the laws which regulate natural prices, natural wages, and natural
profits, effccts totally independent of these accidental causes. In
speaking, then, of the exchangeable value of commodities, or the
power of purchasing possessed by any one commodity, I mean always
that power which it would possess, if not disturbed by any thpo-
rary or acctdental cause, and which iz its natural price.
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CHAPTER V.

ON WAGES.

LaBoug, like all other things which are purchased and sold, and
which may be increased or diminished in quantity, has its natural
and its market price. The natural price of labour i1s that price
which is necessary to enable the labourers, one with another, to
~ubsist and to perpetuate their race, without either increase or
diminution.

The power of the labourer to support himself, and the family
which may be necessary to keep up the number of labourers, does
not depend on the quantity of money which he may receive for
wages, but on the guantity of food, necessaries, and conveniences
become essential to him from habit, which that money will purchase.
The natural price of labour, therefore, depends on the price of the
food, necessaries, and conveniences required for the support of the
labourer and his family. With a rise in the price of food and
nccessaries, the natural price of labour will rise; with the fall in
their price, the natural price of labour will fall.

With the progress of socicty the natural price of labour has always
a tendency to rise, because one of the principal commodities by
which its natural price is regulated, has a tendency to become dearer,
from the greater difficulty of producing it. As, however, the
improvements in agriculture, the discovery of new markets, whence
provisions may be 1mported, may for a time counteract the tendency
to a rise in the price of necessarics, and may even occasion their
natural price to fall, so will the same causes produce the corre-
spondent effects on the natural price of labour.

The natural price of all commodities, excepting raw produce and
labour, has a tendency to fall, in the progress of wealth and popu-
lation; for though, on one hand, they are enhanced in real value,
from the rise in the natural price of the raw material of which they
are made, this is more than counterbalanced by the improvements
in machinery, by the better division and distribution of labour, and
by the increasing skill, both in science and art, of the producers.

The market price of labour is the price which is really paid for it,
from the natural operation of the proportion of the supply to the
demand ; labour is dear when it 1s scarce, and cheap when it is
plentiful. ITowever much the market price of labour may deviate
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from its natural price, it has, like commodities, a tendency to con-
form to it.

It is when the market price of labour exceeds its natural price,
that the condition of the labourer is flourishing and happy, that he
has it in his power to command a greater proportion of the neces-
saries and enjoyments of life, and therefore to rear a healthy and
numerous family. "When, however, by the encouragement which
high wages give to the increase of population, the number of
labourers is increased, wages again fall to their natural price, and
indeed from a reaction sometimes fall below it.

When the market price of labour is below its natural price, the

condition of the labourers is most wretched : then poverty deprives
them of those comforts which custom renders absolute necessaries.
It is only after their privations have reduced their number, or the
demand for labour has increased, that the market price of labour
will rise to its natural price, and that the labourer will have the
moderate comforts which the natural rate of wages will afford.
+ Notwithstanding the tendency of wages to conform to their
natural rate, their market rate may, in an improving society, for an
indefinite period, be constantly above it; for no sooner may the
impulse, which an increased capital gives to a new demand for
labour, be obeyed, than another increase of capital may produce the
same effect ; and thus, if the increase of capital be gradual and con-
stant, the demand for labour may give a continued stimulus to au
increase of people.

Capital is that part of the wealth of a country which is employed
in production, and consists of food, clothing, tools, raw materials,
machinery, &c., necessary to give effect to labour.

Capital may increase in quantity at the same time that its valuce
rises.  An addition may be made to the food and clothing of a
country, at the same time that more labour may be required to
produce the additional quantity than before ; in that case not only
tlie quantity, but the value of capital will risc.

Or capital may increase without its value increasing, and even
while its value is actually diminishing ; not only may an addition
be made to the food and clothing of a country, but the addition may
be made by the aid of machinery, without any increase, and even
with an absolute diminution in the proportional quantity of labour
required to produce them. The quantity of capital may increase,
while neither the whole together, nor any part of it singly, will have
a greater value than before, but may actually have a less.

In the first case, the natural price of labour, which always depends
on the price of food, clothing, and other necessaries, will rise ; in
the second, it will remain stationary, or fall; but in both cases the
market rate of wages will rise, for in proportion to the increase of
capital will be the increase in the demand for Jabour ; in proportion

to the work to be done will be the demand for those who arc to
do it.
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In both cases, too, the market price of labour will rise above its
natural price ; and in both cases it will have a tendency to conform
to its natural price, but in the first case this agreement will be most
speedily effected. The situation of the labourer will be improved,
but not much improved ; for the increased price of food and neces-
saries will absorb a large portion of his increased wages; conse-
quently a small supply of labour, or a trifling increase in the popu-
lation, will soon reduce the market price to the then increased
natural price of labour.

In the sccond case, the condition of the labourer will be very
greatly improved ; he will receive increased money wages, without
having to pay any increased price, and perhaps even a diminished
price for the commodities which he and his family consume; and
1t will not be till after a great addition has been made to the popu-
lation, that the market price of labour will again sink to its then
low and reduced natural price.

Thus, then, with every improvement of socicty, with every in-
creasc in its capital, the market wages of labour will rise ; but the
permanence of their rise will depend on the question, whether the
natural price of labour has also risen-; and this again will depend
on the rise in the natural price of those necessaries on which the
wages of labour are expended.

It is not to be understood that the natural price of labour, esti-
mated even in food and necessaries, is absolutely fixed and constant.
It varies at different times in the same country, and very materially
differs in different countries.* It essentially depends on the habits
and customs of the people. An English labourer would consider
his wages under their natural rate, and too scanty to support a
family, if they enabled him to purchase no other food than potatoes,
and to live in no better habitation than a mud cabin; yet these
moderate demands of nature are often deemed sufficient in countries
where “man’s life is cheap,” and his wants easily satisfied. Many
of the conveniences now enjoyed in an English cottage, would have
heen thought luxuries at an earlier period of our history.

From manufactured commodities always falling, and raw produce
always rising, with the progress of society, such a disproportion in
their relative valuc is at length created, that in rich countries a
labourer, by the sacrifice of a very small quantity only of his food,
is able to provide liberally for all his other wants.

Independently of the variations in the value of money, which
necessarily affect money wages, but which we have here supposed

* “The shelter and the clothing which are indispensable in one country may be no
way necessary in another ; and a labourer in Hindostan may continue to work with
perfect vigour, though recciving, as his natural wages, only such a supply of covering
us would be insufficient to preserve a labourer in Russia from perishing. Even in
countries situated in the same climate, difterent habits of living will often occasion
variations in the natural price of labour, as considerable as those which are produced
by natural causes.”—P. 68. An Lssay on the Fxternal Corn Trade, by R. Torrens, Esq.

The who'e of this subjeet is most zbly illustruted by Colonel Torrens.
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to have no operation, as we have considered money to be uniformly
of the same value, it appears then that wages are subject to a rise
or fall from two causes :—

1st, The supply and demand of labourers.

2dly, The price of the commodities on which the wages of labour
are expended.

In different stages of society, the accumulation of capital, or of
the means of employing labour, is more or less rapid, and must in
all cases depend on the productive powers of labour. The produc-
tive powers of labour are generally greatest when there is an abun-
dance of fertile land : at such periods accumaulation is often so
rapid, that labourers cannot be supplied with the same rapidity as
capital.

It has been calculated, that under favourable circumstances popu-
lation may be doubled in twenty-five years; but under the same
favourable circumstances the whole capital of a country might pos-
sibly be doubled in a shorter period. In that case, wages during
the whole period would have a tendency to rise, because the
demand for Jabour would increase still faster than the supply.

In new settlements, where the arts and knowledge of countries
far advanced in refinement are introduced, it is probable that capital
has a tendency to increase faster than mankind; and if the defi-
ciency of labourers were not supplied by more populous countries,
this tendency would very much raise the price of labour. In pro-
portiou as these countries become populous, and land of a worse
quality is taken into cultivation, the tendency to an increase of
capital diminishes ; for the surplus produce remaining, after satis-
fying the wants of the existing population, must nccessarily be in
proportion to the facility of production, viz. to the smaller number
of persons employed in production. Although, then, it is probable,
that under the most favourable circumstances, the power of pro-
duction is still greater than that of population, it will not long con-
tinue so ; for the land being limited in quantity, and differing in
quality, with every increased portion of capital employed on it,
there will be a decreased rate of production, whilst the power of
population continues always the same.

In those countries where there is abundance of fertile land, but
where, from the ignorance, indolence, and barbarism of the inhabi-
tants, they are exposed to all the evils of want and famine, and
where it has been said that population presses against the means of
subsistence, a very different remedy should be applied from that
which is necessary in long settled countries, where, from the dimin-
ishing rate of the supply of raw produce, all the evils of a crowded
population are experienced. In the one case, the evil proceeds
from bad government, from the insecurity of property, and from a
want of education in all ranks of the people. To be made happier
they require only to be better governed and instructed, as the aug-
mentation of capital, beyond the augmentation of people, would be

- Oy
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the incvitable result. No increase in the population can be toc
great, as the powers of production are still greater. In the other
case, the population increases faster than the funds required for its
support. Ivery exertion of industry, unless accompanied by a
diminished rate of increase in the population, will add to the evil,
for production cannot keep pace with it.

With a population pressing against the means of subsistence,
the only remedies are either a reduction of people, or a more rapid
accumulation of capital. In rich countries, where all the fertile
land is already cultivated, the latter remedy is neither very prac-
ticable nor very desirable, because its effect would be, if pushed
very far, to render all classes equally poor. But in poor countries,
where there arc abundant means of production in store, from fertile
land not yet brought into cultivation, it is the only safe and effica-
cious means of removing the evil, particularly as its effect would be
o clevate all classes of the people.

The friends of humanity cannot but wish that in all countries the
labouring classes should have a taste for comforts and cenjoyments,
and that they should be stimulated by all legal means in their
exertions to procurc them. There cannot be a better security
against a superabundant population. In those countries, where
the labouring classes have the fewest wants, and are contented
with the cheapest food, the people are exposed to the greatest
vicissitudes and miserics. They have no place of refuge from
calamity ; they cannot seck safety in a lower station; they are
already so low, that they can fall no lower. On any deficiency of
the chief article of their subsistence, there are few substitutes of
which they can avail themselves, and dearth to them is attended
with almost all the evils of famine.

In the natural advance of society, the wages of labour will have
a tendency to fall, as far as they are regulated by supply and
demand ; for the supply of labourers will continue to imcrease at
the same rate, whilst the demand for them will increase at a slower
rate. If, for instance, wages were regulated by a yearly increase
of capital, at the rate of 2 per cent., they would fall when it accu-
mulated only at the rate of 11 per cent. They would fall still
lower when it increased only at the rate of 1, or % per cent., and
would continue to do so until the capital became stationary, when
wages also would become stationary, and be only sufficient to keep
up the numbers of the actual population. I say that, under these
circumstances, wages would fall, if they were regulated only by the
supply and demand of labourers; but we must not forget that
wages are also regulated by the prices of the commodities on which
they are expended.

As population increases, these necessaries will be constantly
rising 1n price, because more labour will be necessary to produce
them. If, then, the money wages of labour should fall, whilst
every commodity on which the wages of labour were expended
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rose, the labourer would be doubly affected, and would be soon
totally deprived of subsistence. Instead, therefore, of the money
wages of labour falling, they would rise; but they would not rise
sufficiently to enable the labourer to purchase as many comforts
and necessaries as he did before the rise in the price of those com-
modities. If his annual wages were before 241, or six quarters of
corn when the price was 4/, per quarter, he would probably reccive
only the value of five quarters when corn rose to 5/. per quarter.
But five quarters would cost 257 ; he would, therefore, receive an
addition in his money wages, though with that addition he would
be unable to furnish himself with the same quantity of corn and
other commodities which he had before consumed in his family.

Notwithstanding, then, that the labourer would be really worse
paid, yet this increase in his wages would necessarily diminish the
profits of the manufacturer; for his goods would sell at no higher
price, and yet the cxpense of producing them would be increased.
This, however, will be considered in our cxamination into the
principles which regulate profits.

1t appears, then, that the same cause which raises rent, namely,
the increasing difficulty of providing -an additional quantity of food
with the same proportional quantity of labour, will also raise
wages ; and therefore, if money be of an unvarying value, both
rent and wages will bave a tendeney o rise with the progress of
wealth and population.

But there is this essential difference between the rise of rent and
the rise of wages. The rise in the money value of rent is accom-
panied by an Inereased share of the produge ; not only is the land-
lord’s mouey rent greater, but his corn rent also; he will have
more corn, and each defineq measure of that corn will exchange for
a greater quantity of all other goods which have not been raised in
value. The fate of the labourer will be less happy ; he will receive
more money wages, it is true, but his corn wages will be reduced ;
and not only his command of corn, but his general condition will
be deteriorated, by his finding it more difficult to maintain the
market rate of wages above their natural rate.  'While the price of
corn rises 10 per cent., wages will always rise less than 10 per
cent., but rent will always rise more ; the condition of the labourer
will generally decline, and that of the landlord will always be
improved.

When wheat was at 41. per quarter, suppose the labourer’s wages
to be 24L per annum, or the value of six quarters of wheat, and
supposc half his wages to be expended on wheat, and the other
half, or 122, on other things. He would receive

241, 14s. ’ 4l. 4s. 84d. l 5.83 quarters.
ﬁgg ;S’ when wheat was at :5 ig; or the value of { 223 gmzz
271 8s. 6d. 51 2s. 10d. 5.33 quarters.

He would receive these wages to enable him to live just as well,
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and no better, than before ; for when corn was at 4/ per quarter,
he would expend for three quarters of corn, at 47, per qr . 124

and on other things . . . . . . . . . .. 124

241

When wheat was 47. 4s. 8d., three quarters, which he and his

family consumed, would cost him . . . . . . . 120 14s.
other things not altered in pricc . . . . . . . . 12L

241, 14s.

When at 47 10s., three quarters of wheat would cost . 134 10s.
and other things . . . . . . . . . . . . . 12

")Z)l 103

When at 41, 10s., three quarters of wheat . . . . . 14l 8s.
other things e 272

261, 8s.

When at 5. 2s. 10d., three Qla of wheat would cost 135/ 8s. 6d
other things . . . B L7

271 8s. 6d.

In proportion as corn became dear, he would receive less corn
wages, but his moncy wages would always increase, whilst his
cnjoyments, on the above supp051t10n, would be precisely the same.
But as other commodities would be raised in price in proportion as
raw produce entered into their composition, he would have more to
pay for some of them. Although his tea, sugar, soap, candles, and
house rent, would probably be no dearer, he would pay more for
his bacon, cheese, butter, linen, shocs, and cloth; and therefore,
even with the above increase of wages, his situation would be com-
paratively worse. But it may be said that I have been consideri ing
the effect of wages on price, on the supposition that gold, or thc
metal from which money is made, is the produce of the countly in
which wages varied ; and that the consequences which I have
deduced agree little with the actual state of things, because gold is
a metal of foreign production. The circumstance, however, of gold
being a foreigu production, will not invalidate the truth of the
argument, because it may be shown, that whether it were found at
llome, or were imported from abroad, the cffects ultimately, and,
indeed, immediately, would be the same.

When w ages risc, it is generally becausc the increase of wealth
and capital have occasioned a new demand for labour, which will
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infallibly be attended with an increased production of commo-
ditiecs. To circulate these additional commodities, even at the
same prices as before, more money is required, more of this foreign
commodity from which money is made, and which can only be
obtained by importation. Whenever a commodity is required in
greater abundance than before, its relative value rises compara-
tively with those commodities with which its purchase is made. If
more hats were wanted, their price would rise, and more gold
would be given for them. If more gold were required, gold would
rise, and hats would fall in price, as a greater quantity of hats and
of all other things would then be necessary to purchase the same
quantity of gold. But in the case supposed, to say that commo-
dities will 11se, because wages rise, is to affirm a positive contra-
diction ; for we, first, say that gold will rise in relative value in
consequence of demand, and, secondly, that it will fall in relative
value because prices will rise, two effects which are totally incom-
patible with each other. To say that commodities are raised in
price, is the same thing as to say that money is lowered in relative
value; for it is by commodities that the relative value of gold is
estimated. If, then, all commodities rose in price, gold could not
come from abroad to purchase those dear commodities, but it would
go from home to be employed with advantage in purchasing the
comparatively cheaper foreign commodities. 1t appears, then, that
the risc of wages will not raisc the prices of commodities, whether
the metal from which money is made be produced at home or in a
foreign country. All commodities cannot rise at the same time
without an addition to the qunantity of wnoney. This addition
could not be obtained at home, as we have already shown ; nor
could it be imported from abroad. To purchase any additional
quantity of gold from abroad, commodities at liome must be cheap,
not dear. The importation of gold, and a rise in the price of all
home-made commodities with which gold 1s purchased or paid for,
are effects absolutely incompatible. The extensive usce of paper
money does not alter this question, for paper money conforms, or
ought to conform, to the value of gold, and therefore its value is
influenced by such causes only as influence the value of that
metal.

These, then, are the laws by which wages are regulated, and by
which the happiness of far the greatest part of every community 1s
governed. Like all other contracts, wages should be left to the
fair and free competition of the market, and should never be con-
trolled by the interference of the legislature.

The clear and direct tendency of the poor laws is in direct
opposition to these obvious principles : it is not, as the legislature
benevolently intended, to amend the condition of the poor, but to
deteriorate the condition of both poor and rich ; instead of making
the poor rich, they are calculated to make the rich poor; and
whilst the present laws are In force, it is quite in the natural order
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of things that the fund for the maintenance of the poor should pro-
gressively increase till it has absorbed all the net revenuc of the
country, or at least so much of it as the state shall leave to us, after
satisfying its own never-failing demands for the public expen-
diture.*

This pernicious tendency of these laws is no longer a mystery,
since it has been fully developed by the able hand of Mr Malthus ;
and every friend to the poor must ardently wish for their abolition.
Unfortunately, however, they have been so long established, and
the habits of the poor have been so formed upon their operation,
that to eradicate them with safety from our political system,
requires the most cautious and skilful management. It is agreed
by all who are most friendly to a repeal of these laws, that if it be
desirable to prevent the most overwhelming distress to those for
whose benefit they were erroneously cnacted, their abolition should
be effected by the most gradual steps.

It is a truth which admits not a doubt, that the comforts and
well-being of the poor cannot be permanently secured without some
regard on their part, or some effort on the part of the legislature,
to regulate the increase of their numbers, and to render less frequent
among them carly and improvident marriages. The operation of
the system of poor laws has been directly contrary to this. They
have rendered restraint superfluous, and have invited imprudence,
by offering it a portion of the wages of prudence and industry.t

The nature of the evil points out the remedy. By gradually
contracting the sphere of the poor laws; by impressing on the
poor the value of independence, by teaching them that they must
look not to systematic or casual charity, but to their own exertions
for support, that prudence and fore-thought are neither unnecessary
nor unprofitable virtues, we shall by degrces approach a sounder
and more healthful state.

No scheme for the amendment of the poor laws merits the least
attention, which has not their abolition for its ultimate object ; and
he is the best friend to the poor, and to the cause of humanity, who

* With Mr Buchanan, in the following passage, if it refers to temporary states of
miscry, I so far agree, that ** the great evil of the labourer’s condition is poverty, arising
cither from a scarcity of food or of work ; and in all countries, laws without number
have been enacted for his relief. But there are miseries in the social state which legis-
lation cannot relieve; and it is useful therefore to know its limits, that we may not,
by aiming at what is impracticable, miss the good which is really in our power.”—

uchanan, p. 61.

t The progress of knowledge manifested upon this subject in the House of Commons
since 1796, has happily not been very smn.li as may be seen by contrasting the late
report of the committee on the poor laws, and the following sentiments of Mr Pitt, in
that year:—“ Let us,” said he, “make relief in cases where there are a number of
children a matter of right and honour, instead of a ground of opprobrium and con-
tempt. This will make a large family a blessing, and not a curse; and this will draw
n proper line of distinction between those who are able to provide for themselves by
their labour, and those who, after having enriched their country with a number of
children, have a claim upon its assistance for support.”—Hansard’s Parliamentary
History, vol. xxxii. p. 710. ’
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can point out how this end can be attained with the most security,
and at the same time with the least violence. It is not by raising
in any manner different from the present, the fund from which the
poor are supported, that the evil can be mitigated. It would not
only be no improvement, but it would be an aggravation of the
distress which we wish to see removed, if the fund were increased
in amount, or were levied according to some late proposals, as a
general fund from the country at large. The present mode of its
collection and application has served to mitigate its perniciouseffects.
Each parish raises a separate fund for the support of its own poor.
Hence it becomes an object of more interest and more practicability
to keep the rates low, than if one general fund were raised for the
relief of the poor of the whole kingdom. A parish is much more
interested in an economical collection of the rate, and a sparing dis-
tribution of relief, when the whole saving will be for its own benefit,
than if hundreds of other parishes were to partake of it.

It is to this cause, that we must ascribe the fact of the poor laws
not having yet absorbed all the net revenue of the country; it is
to the rigour with which they are applied, that we are indebted for
their not having become overwhelmingly oppressive. If by law
every human being wanting support could be sure to obtain it, and
obtain it in such a degree as to make life tolerably comfortable,
theory would lead us to expect that all other taxes together would
be light compared with the single one of poor rates. The principle
of gravitation is not more certain than the tendency of such laws
to change wealth and power into misery and weakness: to call
away the excrtions of labour from every obfect, except that of pro-
viding mere subsistence; to confound all intellectual distinction :
to busy the mind continually in supplying the body’s wants; untii
at last all classes should be infected with the plague of universal
poverty. Happily these laws have been in operation during a period
of progressive prosperity, when the funds for the maintenance of
labour have regularly increased, and when an increase of population
would be naturally called for. But if our progress should become
more slow ; if we should attain the stationary state, from which 1
trust we are yet far distant, then will the pernicions nature of these
laws become more manifest and alarming ; and then, too, will their
removal be obstructed bv many additional difficulties.
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CHAPTER VI

ON PROFITS.

TaE profits of stock, in different employments, having been shown
to bear a proportion to each other, and to have a tendency to vary
all in the same degree and in the same direction, it remains for us
to consider what 1s the cause of the permanent variations in the
rate of profit, and the consequent permanent alterations in the rate
of interest.

We have seen that the price® of corn is regulated by the quantity
of labour necessary to produce it, with that portion of capital which
pays no rent. We have seen, too, that all manufactured commo-
dities rise and fall in price, in proportion as more or less lahour
becomes necessary to their production. Neither the farmer who
cultivates that quantity of land, which regulates price, nor the
manufacturer, who manufactures goods, sacrifice any portion of the
produce for rent. The whole value of their commodities is divided
into two portions only: one constitutes the profits of stock, the
other the wages of labour.

Supposing corn and manufactured goods always to sell at the same
price, profits would be high or low in proportion as wages were low
or high.  But suppose corn to rise in price because more labour is
necessary to produce it; that cause will not raise the price of manu-
factured goods in the production of which no additional quantity of
labour is required. If, then, wages continued the same, the profits
of manufacturers “ould yemain the same; but if, as is absolutely
certain, wages should rise with the rise of corn, then their profits
would neccwmly fall.

If a manufacturer always sold his goods for the same money, for
1000L., for example, his profits w ould depend on the price of the
labour necessary to manufacture those goods. Ilis profits would
be less when wages amounted to 8001. than when he paid only 600/
In proportion then as w. ages rose, would profits fall. But if the

* The reader is desired to bear in mind, that for the purpose of making the subject
wore clear. I consider money to be invaviable in value, and therefore every variation
of price to be referable to an alteration in the value of the commodity.
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price of raw produce would increase, it may be asked, whether the
farmer at least would not have the same rate of profits, although
he should pay an additional sum for wages? Certainly not: for
he will not only have to pay, in common with the manufacturer, an
increase of wages to each labourer he employs, but he will be
obliged either to pay rent, or to employ an additional number of
labourers to obtain the same produce; and the rise in the price
of raw produce will be proportioned only to that rent, or that
additional number, and will not compensate him for the rise of
wages.

1f both the manufacturer and farmer employed ten men, on wages,
rising from 241 to 251 per annum per man, the whole sum paid by
each would be 2501 instead of 240L This is, however, the wholce
addition that would be paid by the manufacturer to obtain the same
quantity of commodities; but the farmer on new land would pro-
bably be obliged to employ an additional man, and thercfore to pay
an additional sum of 25/. for wages; and the farmer on the old land
would be obliged to pay precisely the same additional sum of 25!,
for rent; without which additional labour, corn would not have
risen, nor rent have been increased. One will therefore have to
pay 2751 for wages alone, the other, for wages and rent together ;
each 25/. more than the manufacturer: for this latter 257 the
farmer is compensated by the addition to the price of raw produce,
and therefore his profits still conform to the profits of the manu-
factur